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To His Excellency Major General Georges P. Vanier, DSO, MC, CD, 
Governor-General and Commander-in-Chief of Canada. 


Marcu 3, 1961. 


May IT PLEASE YOUR EXCELLENCY: 


I have the honour to submit to Your Excellency the Report of the Department 
of Defence Production for the calendar year 1960. 


A summary of the operations and services rendered by this Department, under 
their respective headings, is laid before Your Excellency. 


Respectfully submitted, 


Minister of Defence Production. 
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MarcH 2, 1961. 


The Honourable Raymond O’Hurley, P.C., M.P., 
Minister of Defence Production, 
Ottawa, Ontario. 


DEAR SIR: 


I have the honour to submit the Report of the Department of Defence 
Production, which covers the operations and services rendered during the calendar 
year 1960. 


Yours faithfully, 


Vr ee ee 


Deputy Minister. 
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Introduction 


pe the provisions of the Defence Production Act (R.S.C. 1952, Chapter 
62, as amended), the Department of Defence Production has exclusive 
authority to procure the goods and services required by the Department of 
National Defence and the responsibility to ensure that the necessary production 
capacity and materials are available to support the defence production programme. 

The Department also serves as procurement agent for the Canadian Com- 
mercial Corporation, a Crown company primarily responsible for the purchase 
in Canada of defence goods required by other governments and of supplies 
needed to meet Canadian commitments under the Colombo Plan and other inter- 
national agreements. 

Military construction is the prime responsibility of Defence Construction 
(1951) Limited, a Crown company reporting to Parliament through the Minister 
of Defence Production. 

In 1960, an Emergency Supply Planning Branch was established within 
the Department to carry out the task of planning and making other necessary 
arrangements to provide for the immediate establishment of a War Supplies 
Agency should there be a nuclear attack. 

The Ammunition and Gun Branches were combined into an Armament 
Branch, in line with the Department’s continued interest in adapting its organiza- 
tion to changes in the pattern of defence equipment requirements. 
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Production and Procurement 


ROCUREMENT and construction activity for the Canadian defence programme, 
P* measured in terms of payments to contractors, declined in 1960 for the 
seventh consecutive year. At $620.6 million, expenditures were 7.8 per cent 
lower than in 1959. On the other hand, commitments to business and industry, 
as reflected by the net value of contracts issued, were much greater in 1960. The 
value of new contracts and increasing amendments to existing contracts, less 
decreases and cancellations, amounted to $805.9 million, 36 per cent more than 
in the preceding year. For the first year since 1954 the volume of new commit- 
ments exceeded the value of expenditures, thus increasing the amount of out- 
standing defence business during the year by $185 million. 


Canadian defence expenditures made to prime contractors located outside 
the country represented 9.5 per cent of total cash payments during the year. 
This was an increase over the 6.7 per cent paid abroad in 1959. As usual, the 
greatest value of payments abroad, $58.7 million, went to the United States. 
However, United States Government spending on prime contracts placed in 
Canada, which totalled $85.5 million in 1960, was much higher than Canadian 
prime defence spending in the United States. As in past Reports of the Depart- 
ment, these figures reflect only expenditures to prime contractors of this Depart- 
ment and Defence Construction (1951) Limited, and do not represent the total 
flow of Canadian defence expenditures into the United States nor of United 
States defence expenditures into Canada. 

Details of the production and procurement programmes, an analysis of the 
contracts issued and expenditures made, and a report on the production sharing 
programme are given in the following pages. An account of the defence con- 
struction programme is contained in the Annual Report of Defence Construction 
(1951) Limited. 


Aireratt 


Aircraft and aircraft equipment requirements of the Department of National 
Defence amounted to $252 million in 1960, which was approximately the same 
level as 1959. About 30% of this was for repair and overhaul and 70% was 
for development, procurement and production of aircraft and related systems. 


Deliveries of the CP-107 Argus maritime reconnaissance aircraft and the 
CS2F Tracker carrier-borne aircraft were completed in 1960. Deliveries of the 
CC-109 medium range transport were virtually completed. Four Caribou aircraft, 
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purchased for use and support of the United Nations activities, were ordered and 
delivered in the latter part of the year. 


The CC-106 long-range transport production programme continued during 
the year, with the first aircraft being delivered to the Royal Canadian Air Force 
in November. Deliveries of these aircraft were set back a few months owing to 
difficulties encountered with engine deliveries. These difficulties were cleared 
up by the end of the year. 

The first of a small quantity of Albatross search and rescue aircraft ordered 
from the United States was delivered. In addition, four C-130B Hercules medium 
range heavy bulk carrier aircraft were also purchased in the United States. 
These aircraft were not manufactured in Canada because the small quantity did 
not permit economic production in this country. | 


Contracts and Expenditures for the Defence Aircraft Programme 


Expenditures 


Contracts Placed 
(Net) 
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During the year, the CF-104 production programme became the major 
programme within the Canadian aircraft industry. The production of the airframe, 
engines and equipment items for the programme proceeded on schedule and the 
first aircraft is expected to be off the assembly line in the Spring of 1961. The 
similarity between the Canadian version of the F-104 aircraft and that adopted 
by several NATO countries has lent itself to close co-operation between the 
countries concerned. An officer of the Department was transferred to Europe 
as a representative to the European Organization for Direction and Control of 
the F-104G programme. 
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Production of the Otter aircraft for the RCAF continued through 1960. 

In the field of engine production, the R-1820-82 piston engine was completed 
during the year, as was the Hamilton Standard propeller. Both these items of 
equipment have been installed on the CS2F Tracker aircraft. Production of the 
J-79-7 turbojet engine for use in the CF-104 was on schedule and the first engine 
successfully completed its test run in December. 

There was considerable activity during the year in aircraft equipment items. 
Production of the position and homing indicator was entered into for the CF-104 
programme and has been selected by the German Air Force, the Royal Netherlands 
Air Force, the Belgian Air Force and the Italian Air Force for use in their F-104 
aircraft. The LN-3 inertial navigation system, the MH-97 automatic flight control 
system and other items of navigation equipment for the CF-104 were also put 
into production. Further quantities of the air navigation and tactical control 
(ANTAC) system were ordered for the Neptune anti-submarine aircraft. 

Repair and overhaul of airframes, engines and other aircraft equipment 
proceeded at a lower level than in previous years, primarily because of the with- 
drawal of a number of types of aircraft that had become obsolete. Considerable 
progress again was made in improving contracting methods with respect to repair 
and overhaul programmes. 

Procurement of the Mk. 1 Caribou on behalf of the United States Army 
was continued during the year and firm contracts were placed for a number 
of aircraft. The performance of this aircraft during flight trials and subsequent 
demonstrations has attracted world-wide interest. A development programme on 
the Mk. 2 Caribou aircraft was started in co-operation with the manufacturer. 

The Department gave financial support to the PT-6 gas turbine engine, 
which is being developed by a Canadian company. 

The Aircraft Branch was active in the Canada-United States development 
and production sharing programme. Arrangements were made, wherever possible, 
to increase the number and type of opportunities for firms in the Canadian air- 
craft industry to bid competitively on United States defence work. Significant 
progress was achieved in both the prime contract and subcontract areas. Intensive 
efforts were made to locate and identify in the Canadian aircraft industry projects 
with potential use for the United States military services. In a number of such 
cases, government financial assistance was provided to maintain scientific and 
technical ability at a level capable of participating in future joint production 
programmes with the United States. 


Armament 


The procurement of ammunition and of weapons had, until October 1, 1960, 
been performed by the Ammunition and Gun Branches of the Department. On 
that date these areas of procurement were combined and became the responsibility 
of a new Armament Branch. 
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Production of anti-submarine mortars, 2.75” rockets and 3”/50 calibre 
illuminating cartridges was completed during the year. Among the major items 
under production were anti-submarine torpedoes for export to the Royal Navy; 
7.62mm rifles and 9mm submachine guns and ammunition; 20 pdr., 105mm 
howitzer, and 81mm mortar smoke ammunition for the Army; 3”/50 calibre, 
3”/70 calibre and 4” naval gun ammunition; practice depth charges and bombs; 
high altitude rockets; and many types of pyrotechnic devices for the three Armed 
Services. 

Major development projects included navigational and arming aids, under- 
water explosive signals, new type anti-submarine projectiles, plastic components, 
a new type propellant and pyrotechnic devices. 


Contracts and Expenditures for the Defence Armament Programme 
Expenditures on: 


Ammunition 
Weapons 


Contracts Placed 
(Net) 
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Procurement of armament items from abroad increased as a result of smaller 
requirements for the Armed Forces. Items were only purchased outside Canada, 
however, where production in this country would have involved the establishment 
of special facilities at an unduly high cost. The principal purchases in the United 
States were for 762mm Honest John rocket equipment and JATO (jet assisted 
take off) rockets. Purchases in the United Kingdom included 3”/70 calibre 
guns and mountings, 105mm tank ammunition, star shells and flares, safety aircraft 
ejection equipment, and special armour plate. 

Efforts to promote foreign interest in Canadian armament production and 
development increased substantially during the year, with a corresponding increase 
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in opportunities for Canadian contractors to bid on the military requirements of 
other countries. Arrangements were made for co-operation by the United States 
in several Canadian development programmes. Through conferences of the North 
Atlantic Treaty Organization, certain Canadian-designed products were brought 
to the attention of member countries. 


Various specialized production facilities were maintained in a state of partial 
readiness for future use. A contract was issued for joint Canadian-United States 
financing of the maintenance of the nitroguanidine production facility located in 
this country. 


Hleetronies 


Canadian defence requirements for electronics and communication equip- 
ment involved the expenditure of $88 million in 1960, down from $100 million in 
the preceding year. New commitments, however, increased significantly to $133.6 
million from $82.3 million in 1959. In addition to expenditures on Canadian 
defence electronics requirements, about $38 million was spent in Canada by the 
United States for electronics supplies during the year, and a beginning was made on 
production for the United Kingdom and the Federal Republic of Germany. 


In the field of radar, the production of search and height finding radars and 
of fiberglass radomes neared completion. These items were being produced to meet 
the requirements of both the Royal Canadian Air Force and the United States 
Air Force. Production continued on counter countermeasure equipment for 
both these Services, and on selective identification equipment. The development 
and production of data processing equipment was a significant contribution to the 
air defence radar programme. Production commenced on battlefield surveillance 
radars for the Armies of both Canada and the United States. 


Production on two major search and attack sonar programmes continued 
during the year, as well as on the Canadian designed variable depth sonar. Addi- 
tional production on the variable depth sonar was initiated to meet requirements of 
the Royal Navy. A miscellany of naval navigation equipment, such as gyro com- 
passes, logging equipment and plotting tables, was produced. Sonobuoy develop- 
ment and production was continued for the Royal Canadian Air Force and the 
United States Navy. 


Production and installation continued on air defence communication 
(ADCOM) for the Royal Canadian Air Force. Planning for semi-automatic 
ground environment (SAGE) communications in Canada continued, and initial 
contracts were placed for the lease of long line and on-base systems. Rearward 
communications for the Ballistic Missile Early Warning System (BMEWS) were 
completed during the year. Production in the United Kingdom for Canadian Army 
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vehicle communications continued, and contracting for three major Army com- 
munication projects was begun. Production also continued on the communication 
requirements in Canada of the United States Army. Procurement was initiated for 
the radio transmitting and receiving equipment for new naval ships. 


Contracts and Expenditures for the Defence Electronics and Communication 
Equipment Programme 


Expenditures 
Contracts Placed 
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A major programme in the area of aircraft electronics was the production of 
the NASARR system of fire control and terrain avoidance for the CF-104 aircraft. 
Communication, navigation and identification equipment for several major new 
programmes and retrofit programmes continued in production. Considerable 
development work took place on airborne anti-submarine electronics, including 
a sonobuoy receiver retrofit programme. 

Activity in the training aids (simulator) field continued at a high level. 
Development of an Argus tactical crew procedure trainer neared completion, and 
programmes were completed in connection with the Argus operational flight trainer 
and general purpose flight and instrument trainers. A major programme was under- 
taken for the supply of CF-104 operational flight and tactics trainers, including 
requirements for the Federal Republic of Germany, the Netherlands and Belgium. 
A requirement for a tactical trainer for the Royal Canadian Navy was met, and 
work began on a models control trainer for that Service. The Department con- 
tinued its administration of an automatic letter sorter programme for the Post 
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Considerable activity was devoted to the operation and maintenance of the 
mid-Canada early warning line. 

Installation of new radar, data processing, communication, navigation and 
identification equipment, largely for the United States military services, required 
substantial effort during the year. 

The procurement of component spares for both the Canadian and United 
States Services continued at a significant level. The Department’s programme to 
establish qualified sources of supply for component parts and materials progressed 
satisfactorily, with 20 contracts having been placed with Canadian firms. Seven 
additional projects were under negotiation at the end of the year. 

The encouraging increase in electronics procurement in Canada by the United 
States and other countries of the North Atlantic Treaty Organization was assisted 
by the maintenance of a small group in the Electronics Branch directed towards 
identifying and following-up defence requirements in certain areas where this 
country has a production capability. 


Shipbuilding 

Construction of all six vessels of the third group of destroyer escorts, known 
as the repeat-Restigouche class, continued through the year. The last two vessels of 
this group will represent an improved version of the repeat-Restigouche class. It 
is planned that this improvement will include a helicopter flight deck with hangar 
and will be fitted with variable depth sonar equipment. The majority of the com- 
ponents for these vessels were purchased and manufactured in Canada. 

The central procurement agency located at the lead yard maintained its opera- 
tions under the supervision of this Department. This procurement agency is 
responsible for the bulk purchase, distribution and accounting associated with the 
supply of equipment and material required to be worked into the vessels of the 
repeat-Restigouche class, and which had been the responsibility of the lead yard 
during previous destroyer escort programmes. 

A contract was placed on a normal commercial basis for the construction of 
a naval tanker-supply vessel. This is the first time that a contract of this nature has 
been negotiated for a large and complex Canadian naval vessel. Materials, com- 
ponents and equipment for this vessel were procured from Canadian sources 
wherever possible, subject to availability and reasonable competition. 

A contract was also issued, as a result of competitive tenders, for the con- 
struction of a hydrographic and oceanographic survey vessel for the Department 
of Mines and Technical Surveys. 

Contracts for a standard diving tender and a tank cleaning barge for the Royal 
Canadian Navy were accelerated as part of the government’s winter works 


programme. 
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Contracts and Expenditures for the Defence Ships Programme 


Expenditures 


Contracts Placed 
(Net) 
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Programmes of small boats were completed during the year. 

Seventy-five contracts valued at $8.6 million were placed during the year 
for the repair and refit of naval ships. Six contracts were issued for the instal- 
lation and repair of degaussing equipment. These contracts have been widely 
distributed throughout the shipbuilding industry. 

Modernization programmes were authorized for the St. Laurent class 
destroyer escorts as well as HMCS CRUSADER. The naval central drawing 
office, which is under contract from this Department, is preparing drawings for 
these programmes as well as drawings required for the construction of two deper- 
ming dumb barges. 

Negotiations have been proceeding for the establishment in Canada of 
production facilities for the manufacture of noise reducing five-bladed propellers 
for naval ships. 

Studies were conducted in conjunction with two other government depart- 
ments and the steel industry on the requirements for defence and commercial 
purposes of steel manufactured by the vacuum degassing process. This process 
produces steel of a very pure quality with a minimum of brittleness. 


Machine Tools and Gauges 

Machine tools valued at $706,000 were procured in 1960, down noticeably 
from the $1 million worth purchased in the preceding year. These machine tools 
were primarily for the Department of National Defence and the Colombo Plan. 
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Except for a few major specialized machines required in the Naval dockyards, 
most purchases were for standard types of maintenance and repair shop equipment. 

The care, maintenance and custody of stand-by Crown owned defence assets, 
including the allocation and reallocation of machine tools, involved contracts 
totalling $562,000. The 155mm shell forging and machining facility, which was 
in storage in a contractor’s plant, was moved to the Department’s machine and 
tool warehouse. The 20 pdr. shell facility was combined with other equipment 
required for forging and machining 20 pdr. and 90mm shells and placed in 
long-term storage. Following the completion of production on M500 series fuses 
and 2.75” rockets, these facilities were removed and stored. 

Gauges valued at $61,000 were purchased for the Inspection Services of 
the Department of National Defence. This was slightly less than the value of 
gauges bought in 1959. 

Machine Tool Branch inspection and technical personnel continued to be 
called upon by other branches of the Department for plant surveys, time study 
reports and other technical assistance involving machine tools and production 
facilities. 


General Purchasing 


The General Purchasing Branch, through its headquarters organization and 
fourteen district offices located across Canada, procured the requirements of the 
Department of National Defence and other requisitioning agencies involving 
goods and services not normally requiring special production facilities. These 
purchasing activities resulted in the issuance of 145,800 contractual documents 
having a total value of $179.3 million in 1960. 

Purchases by the headquarters organization included bulk requirements of 
such items as petroleum products and hard carbon fuels, clothing and footwear, 
medical and dental stores, electrical power generating, control and distribution 
equipment, beverages and packaged foods, building supplies and hardware, furni- 
ture and furnishings, barrack equipment and naval stores, as well as aircraft 
ground handling equipment and all types of mechanical transport, construction 
and road maintenance equipment. Services arranged by headquarters included 
certain research and development projects, engineering, food catering, and aerial 
surveys. Research projects included the investigation of indigenous tanning 
materials for the production of leather, ways to combat ice on fixed structures 
and airport runways, and the bearing strength of ice sheets. Canadian industry, 
together with certain Crown agencies, participated with encouraging results in 
the development of essential equipment in the nuclear, bacteriological and chemical 
fields. 
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During the year the Branch arranged contracts for the Canadian fabrication 
and testing of freeze dry equipment for dehydrating meats and vegetables. Although 
other countries have used the same concept for the preservation of food, the 
Canadian unit has been expressly designed to process items, common to our 
diet, at a higher rate than has been achieved elsewhere. A master prototype of 
the “Bobcat”, in the form of an armoured personnel carrier, was delivered toward 
the end of the year. Following evaluation trials, it was determined by the Depart- 
ment of National Defence that a product improvement and pilot production 
programme would be necessary before the vehicle could be manufactured in 
quantity. 

Contracts awarded during the year for aerial surveys utilized the full facilities 
of all Canadian firms engaged in this work. The requirements ranged from 
topography studies of the Northwest Territories to aerial mapping of densely 
populated areas for use by civil defence co-ordinating groups. A substantial 
volume of aerial photography equipment and supplies was procured on behalf 
of the Royal Canadian Air Force in support of their aerial survey programme. 
Purchases by the Branch in connection with the CF-104 aircraft programme 
consisted principally of ground starting and electrical power sets, generator 
frequency converters, personnel parachutes, pressurized clothing to overcome 
the force of gravity, helmets, visors and barometric parachute releases. Repair 
and overhaul contracting for cameras, fire fighting equipment, aircraft ground 
handling equipment and parachutes continued at a high level. 

Initial steps were taken to establish a Canadian qualified products list for 
paints and related commodities. Preliminary arrangements were also made to 
introduce a similar qualified listing for industrial chemicals, cleaning materials 
and paper products. Interested suppliers can apply for approval of a specific 
product under this arrangement which, if granted, indicates compliance with a 
government specification. 


The Branch continued to purchase a wide range of emergency health and 
welfare and national survival requirements for the Army. These included pack- 
boards, hoists, tackle blocks, pumps, pharmaceuticals, drugs, various types of 
medical equipment, x-ray machines, dental stores, blood and intravenous 
solutions. 


Through its fourteen district purchasing offices the Branch continued to 
contract for services from local contractors and purchase fresh food and supplies 
needed for immediate use by regional military units and establishments. The 
activities of these offices accounted for 134,500 of the contractual documents 
issued by the Branch and involved commitments valued at $59.3 million. Several 
offices were called upon to procure urgent and unusual requirements for the 
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movement of the Canadian task force assigned to the United Nations in the 
Congo. All offices actively participated in the procurement of materials required 
for the winter works programme. The continued implementation of better buying 
and office practices improved the operating efficiency of these offices. 

District purchasing agents attended sessions with the Emergency Measures 
Organization to study the role envisaged for the district offices in the event of a 
national emergency. 


Contracts and Expenditures 

Defence procurement and construction contracts placed for the Department 
of National Defence amounted to a net value of $805.9 million in 1960. This was 
a 36 per cent increase over the value for 1959. (The net value of contracts placed 
takes account of the value of amendments which increased or decreased existing 
contracts as well as the value of new contracts issued.) The significant increase 
in the net value of contracts issued resulted primarily from rises of $141.3 
million in the aircraft programme, $60.3 million in the ships programme and 
$51.3 million in the electronics and communication equipment programme. The 
$805.9 million net value of contracts placed in 1960 was made up of $715.4 
million in new contracts, $175.3 million in amendments that increased existing 
commitments, less $84.8 million in amendments that decreased existing contracts. 


Contracts and amendments issued for the aircraft programme had a net value 
of $343.9 million in 1960, more than two-thirds greater than in 1959. This 
programme accounted for 42.7 per cent of the total net value of contracts placed 
in 1960, compared with 34.3 per cent in the preceding year. The major new 
contract commitments were for the CF-104 aircraft, its J-79-7 engines and 
CF-104D trainers. Contracts were issued for the purchase of four C-130B 
Hercules transport aircraft and related equipment; and increased commitments 
were made in connection with the CC-106 long range carrier. Contracts having 
a total net value of $133.6 million were placed for the electronics and com- 
munication equipment programme in 1960, which represented a 62.3 per cent 
increase over 1959. Major items of this programme included the LN-2 navigation 
system, air data computers, and other electronic equipment for the CF-104 
aircraft. The larger commitments involved in the $86.2 million worth of contracts 
placed in the ships programme were for the repeat-Restigouche class destroyer 
escorts, A naval tanker-supply vessel was also contracted for during the year. 
Defence construction contracts, totalling $51.6 million in 1960, were 23.2 per 
cent down from 1959. 


Expenditures on Canadian defence procurement and construction amounted 
to $620.6 million in 1960, 7.8 per cent less than in 1959. All the major equip- 
ment programmes except aircraft (which increased by $6 million) registered 
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declines. Ammunition and explosives expenditures decreased $16.3 million and 
electronics and communication equipment fell off $12.1 million. The $16.5 
million decline on clothing and equipage was mainly due to the unusually large 
expenditure in 1959 when the Department of National Defence took over the 
Defence Production stockpile of cloth. Just over 40 per cent of all spending on 
defence procurement and construction in 1960 was accounted for by the air- 


Contracts Placed on Behalf of the Department of National Defence and 
Expenditures Against Such Contracts 


EXPENDITURES 


CONTRACTS PLACED (NET) 


oe 


W 
N 
iS} 
— 
— 
iS) 
Q 
~ 
S 
rm) 
~ 
Ss 
S 


1956 1957 1958 1959 1960 


craft programme, compared to 36.5 per cent in 1959. The next major spending 
programmes were electronics and communication equipment with 14.2 per cent, 
construction with 10.3 per cent, fuels and lubricants with 6.3 per cent, and ships 
with 5.0 per cent. 
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In 1960, 10.6 per cent of the total net value of prime contracts issued was 
placed abroad, as compared to 8.0 per cent in 1959. The United States received 
8.7 per cent of the total, the United Kingdom received 1.5 per cent and other 
countries 0.4 per cent. The proportion of expenditures paid directly to defence 
contractors located outside Canada was 11.3 per cent of total payments on 
defence procurement and construction, 9.5 per cent going to the United States, 
1.4 per cent to the United Kingdom and 0.5 per cent to other countries. The 
corresponding proportion of payments made abroad in 1959 was 6.7 per cent. 

The United States received Canadian prime defence contracts valued at 
$70.4 million in 1960. This substantial increase over the $30.2 million in 
contracts placed in that country in 1959 was primarily accounted for by the 
purchase of CF-104D trainer aircraft, the LN-2 navigation system, and a small 
quantity of C-130B aircraft with associated spares and equipment. Payments to 
prime contractors in the United States amounted to $58.7 million in 1960, as 
against $31.3 million in the previous year. 

Contracts placed in the United Kingdom were valued at $11.7 million in 1960, 
down from $14.4 million in 1959. The major new defence commitments in the 
United Kingdom were for 105mm shells and modification kits to up-gun Centurion 
tanks. Additional contracts were placed for the repair and overhaul of aircraft 
used by the Air Division in Europe. Total payments to United Kingdom prime 
contractors amounted to $8.6 million in 1960, a decline of 20.6 per cent from 
the preceding year. 

United States Government defence prime contracts placed in Canada by this 
Department and Defence Construction (1951) Limited amounted to $75.4 million, 
approximately the same as in 1959. The major United States purchases in this 
country were for Caribou aircraft, spares for aircraft engines, sonobuoys, petroleum 
products, re-supply support for early warning stations, rental of voice circuits and 
data facilities, depot level maintenance for electronic communication equipment, 
and maintenance and operation of a long lines communication system. Payments 
made by the United States Government on account of prime defence contracts 
placed in Canada amounted to $85.5 million in 1960, an increase of 16.6 per cent 
over 1959. 

The figures above for Canadian defence purchases in the United States and 
the United Kingdom, and United States Government purchases in Canada, refer 
only to prime defence contracts. They do not reflect the indirect effects of sub- 


contracting or the purchases of components, materials or services by the prime 
contractors. 


In addition to the defence contracts described above, the Department placed 
orders valued at $25.7 million in 1960 for other Canadian Government depart- 


2 


ments and agencies and for governments other than the United States. These pur- 
chases included items such as fertilizer and diesel locomotives for Canada’s 
contribution to the Colombo Plan, flight simulators for the Federal Republic of 
Germany, variable depth sonar for the United Kingdom, a hydrographic and oceano- 
graphic survey vessel for the Department of Mines and Technical Surveys, and 
flour for the Department of External Affairs. 


A statistical summary of defence contracts placed by the Department of 
Defence Production and Defence Construction (1951) Limited, and of expendi- 
tures against these contracts, is given in Appendix F of this Report. 


23 


Defence Production and Development Sharing 


uring 1960, the Department’s activities in connection with the Canada-United 
D States defence production and development sharing programme were sub- 
stantially increased, and the results were encouraging. A definite climate favourable 
to the participation of Canadian industry in United States defence procurement 
was created, there was an expansion and consolidation of the gains made in 1959 
in overcoming procedural difficulties, and the development aspect of the programme 
was increased. The value of United States prime contracts and subcontracts 
received by Canadian industry that were related to the production sharing pro- 
gramme amounted to $112.7 million in 1960 as compared with $96.3 million in 
the preceding year. 


Several committees and co-ordinating organizations were concerned with the 
programme. The Canada-United States Ministerial Committee on Joint Defence 
reviewed periodically the political and economic aspects of joint defence problems, 
including production and development sharing. The Permanent Joint Board on 
Defence similarly followed and supported the programme. A Committee of senior 
officials of both governments met regularly to provide direction to and monitor the 
progress of the development and production sharing programme. This Committee 
included representatives from the Canadian Departments of Defence Production, 
National Defence, External Affairs and Finance, as well as from the United States 
Army, Navy, Air Force and the Office of the Secretary of Defense. An Inter- 
departmental Committee, made up of representatives of the Departments of 
Defence Production and National Defence, the Defence Research Board and 
Treasury Board staff, co-ordinated the development sharing projects supported by 
this Department’s development fund. 


The Department’s Production Sharing Co-ordinating Office maintained close 
liaison with other Canadian Government departments and with a similar co-ordinat- 
ing group in the United States Government. The number of officers directly 
associated with production and development sharing in Ottawa was increased, thus 
permitting the establishment of production sharing sections in four of the produc- 
tion branches. This resulted in improved co-ordination and liaison with industry. 
The Department’s Washington Office was also active in the programme, and five 
liaison officers were stationed at key government procurement offices and large 
contracting centers in the United States. 

During 1960, negotiations continued toward liberalization and expansion of 
previous Canada-United States arrangements designed to encourage joint produc- 
tion sharing. Thus, regulatory and procedural restrictions, such as the Buy 
American Act and duty regulations, which prevented Canadian firms from obtain- 
ing equal access to United States defence markets, were virtually eliminated with 
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regard to Canadian defence supplies. Other problems, such as security, were not 
completely eliminated but their effects on Canadian suppliers were mitigated. 

The lessening of these problems did much to establish the right climate for 
production sharing. Of equal importance, however, was the intensive stimulation 
-and educational campaign carried out in both countries. The United States Depart- 
ment of Defense and the American Services distributed directives and regulations 
designed to encourage purchasing from Canada both on the prime contract and 
subcontract level. Representatives of many United States companies visited Cana- 
dian firms to make facility surveys and determine sources for subcontracting 
requirements. 


The Department of Defence Production continued its extensive campaign 
to complete the listing of Canadian companies as sources for United States 
Government requirements. A continuous review and revision of these listings was 
carried out to ensure that the information on Canadian capabilities was current 
and accurate. Departmental officers, through visits to United States procurement 
centers and through United States and Canadian industry, trade associations, 
trade fairs and symposia, were able to obtain information and provide useful 
guidance to participants in the programme. 


The Department provided information on the programme to Canadian and 
United States prime contractors and subcontractors and to the United States 
Services. Of particular importance was the revised booklet on “Canada-United 
States Defence Production Sharing”, which is now widely used in both countries. 
Other booklets distributed to Canadian industry outlined procedures used by the 
United States Services in regard to research and development purchasing, as 
well as instructions for obtaining technical information and planning documents. 
In addition, United States buyers were provided with brochures listing Canadian 
defence companies, and the defence commodities and research and development 
areas in which Canadian companies have special competence. 

The success of these efforts is shown by the significant increase in bid 
solicitations and submissions in both the prime contract and subcontract areas 
during 1960. In the subcontracting area, which was virtually non-existent prior 
to the establishment of the production sharing programme in the fall of 1958, 
invitations to bid rose from some 1,900 in 1959 to more than 2,700 in 1960, 
and replies to these bids rose from approximately 1,400 to more than 2,100. 
United States subcontracts received by Canadian firms numbered 882 with a 
value of $51.7 million, as compared with 365 valued at $45.3 million in 1959. 

The Department provided further financial assistance to Canadian firms, 
primarily in the electronics and aircraft fields, by absorbing part of the Canadian 
contractors’ preproduction and tooling costs, thus putting them in a more equitable 
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competitive position with United States contractors. Normally, American con- 
tractors have an advantage because most of their preproduction and tooling 
costs have been written off under previous contracts. Payments amounting to 
$630,000 were made to Canadian firms in 1960 for this type of assistance, and 
new commitments made totalled $307,000. 

Increasing emphasis was placed on the research and development aspect of 
production sharing in 1960. This involved the continuation of financial support 
for a long-term defence development programme aimed at maintaining and improv- 
ing Canadian industry’s scientific and technical competence so that it will be 
able to participate fully in future United States defence production programmes. 
This support took several complementary approaches to defence development in 
the United States. The Department ratified procedural arrangements with the 
United States Army and continued negotiations with the United States Air Force 
with the result that certain United States development requirements will be under- 
taken and financed in Canada. In support of uniquely Canadian projects whose 
successful development is expected to be of interest to the United States Services, 
the Department provided assistance to competent Canadian companies. Further, 
to improve Canadian industry’s position to compete for United States financed 
development requirements, the Department shared the cost of selected projects 
with the United States Government and the Canadian companies concerned. 


Contracts valued at $2,425,000 were issued in 1960 for this research and 
development assistance, with payments amounting to $2,033,000. In addition to 
these contracts, there were a number of projects under active consideration, 
including several unique Canadian concepts and formal United States require- 
ments approved in principle for support, totalling $12 million. Canadian companies 
received almost $3 million in United States defence research and development 
business during the year. The development projects were in such areas as naviga- 
tional aids, communication equipment, anti-submarine warfare equipment, gas 
turbine engines, and vertical and short take off and landing (VTOL and STOL) 
aircraft. 

The achievements of the production and development sharing programme 
during 1960 resulted from close co-operation between government and industry 
in Canada and the United States. Both governments have recognized the need to 
continue to stimulate and educate industry and government personnel if the 
full benefits of the programme are to be attained. 
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Canadian Co-operation in NATO on Research, 
Development and Production 


HE Department was given the responsibility of co-ordinating Canada’s activities 

in connection with the efforts of the North Atlantic Treaty Organization to 
increase co-operation in research, development and production in order to attain 
maximum efficiency in standardization and production by member countries. 
The Department is represented on the NATO Armaments Committee, which has 
selected a number of projects to be studied for this purpose. 

Close co-operation has been maintained between this Department and the 
Department of National Defence and other government agencies in this field. 
Canada has submitted a number of projects for consideration by the NATO 
groups, including the Caribou aircraft, a counter mortar radar, a land vehicle 
navigation set and variable depth sonar equipment. 

This Department, the Department of National Defence and the National 
Research Council provided representation at meetings to review most of the 
projects, and provided necessary information on the Canadian proposals. In addi- 
tion, representation was provided at meetings of existing groups of experts. 

Arising out of these increased activities within NATO, several countries 
have expressed directly their interest in Canadian equipment, such as the counter 
mortar radar and the vehicle navigation set. Canadian firms were encouraged to 
become potential suppliers of military equipment to European countries. 
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Industry and Defence 


Acedia and construction activity directly related to the Canadian 
defence preparedness programme represented just over one and one-half 
per cent of this country’s gross national product in 1960, based on payments to 
Canadian prime defence contractors. This was a decline from 1.8 per cent in 
1959, reflecting, for the year as a whole, the combined effects of reduced activity 
in some defence programmes and an increase in the non-defence sector of the 
Canadian economy. 

Defence production is an important source of activity in only a few Canadian 
industries, as civilian demand is the major determinant in most industries in this 
country. Production and employment in the aircraft industry, which is the largest 
of the Canadian industries predominantly dependent on defence business, remained 
fairly stable throughout the year. Employment in the shipbuilding industry was at 
about the same level in 1960 as in the preceding year. The construction of the 
repeat-Restigouche class destroyer escorts, although just getting under way on 
some vessels, contributed to this maintenance of activity in the industry. The 
support given to the electronics and armament industries by defence production 
requirements declined in 1960. Defence construction activity was off only 
slightly from the preceding year. 

The maintenance of an adequate defence production base in Canada has 
been assisted by the defence production and development sharing programme, 
with its emphasis on providing a greater degree of joint utilization of the defence 
production facilities in Canada and the United States and the need for Canadian 
industry to maintain a high standard of engineering and technical competence for 
development purposes. The assistance given to Canadian industry and the success 
achieved in this programme in 1960 are covered elsewhere in this Report. In a 
number of areas, Canadian industry’s research and development capabilities 
produced new requirements for the military Services, some of which are also 
mentioned in preceding sections of this Report. 


The Department continued its programme to establish sources in Canada 
for electronic component parts and materials essential to the production of 
modern military electronics. The object of this is to establish qualified sources of 
supply sufficiently in advance of requests from the Department of National 
Defence in order to ensure the maximum participation of Canadian firms in 
defence procurement, particularly in the electronics field. Because of the urgent 
nature of many military requirements, this advance qualification will make 
Canadian producers less dependent on United States and other sources of supply. 
A further aim is to prove the capability of producing a requirement at a highly 
competitive price as well as to required performance standards, thus enabling 
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Canadian sources to meet both United States and Canadian demand. Contracts 
valued at $512,000 were issued in 1960 to provide for the establishment or 
extension of qualified sources for the production of certain types of capacitors, 
resistors, potentiometers, tachogenerators and miniature blowers, for the develop- 
ment and evaluation of high performance electronic components, and for the 
establishment of a ceramic manufacturing facility. 


The Department continued to encourage private industry to make its own 
investment in the capital equipment required for defence production. In this way, 
defence production capacity would be more directly tied in with the general 
structure of Canadian industry. In some cases, however, direct Government 
investment and financial incentives were necessary to ensure the capacity essential 
to defence requirements. Such Government assistance to private industry was 
small in 1960. 

Government financed capital assistance to private industry involved the 
expenditure of $1,456,000, most of which was for the extension of a runway at 
the Cartierville, Que., airport. New approvals of capital assistance projects, 
which amounted to only $248,000 in 1960, involved assets for the production 
of precision electric ceramics, fixed paper capacitors, military type transistors, 
as well as a further amount for the Cartierville airport project. Title to all capital 
assistance assets remains with the Crown, and the contractor responsible for 
their use is held accountable for their proper maintenance. 

Additional capital cost allowance for income tax purposes (accelerated 
depreciation) was granted to some contractors on capital investment primarily 
for defence production or production supporting activity. Interim certificates for 
accelerated depreciation were granted on an estimated $3.3 million worth of 
capital assets in 1960. These assets were mainly required for the development of 
a facility for a small gas turbine engine and for an aircraft engine test facility, 
the production of J-79 jet engines for the CF-104 aircraft, the production of CC- 
106 and CP-107 aircraft and the production of klystron tubes. 

Crown-owned assets were rented to contractors for non-defence work in 
the interest of further integrating defence production equipment into the civilian 
sector. At the end of 1960, assets having a purchased value of $17.5 million were 
authorized for rental by private firms for commercial use. In all cases, the interest 
of the Crown in the future use of these assets for defence production purposes 
was protected and the prices charged were such as to ensure a fair return to the 
Crown on the assets concerned. 

Where it was not possible to keep necessary production facilities operating, 
either within the defence field or through the development of production for 
civilian markets, the assets were maintained in a state of readiness. Some $570,000 
was spent in 1960 on the care, maintenance and custody of standby Crown- 
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owned defence production facilities and equipment so that they would be available 
for future use. 


Materials Supply 

While some difficulties were experienced in obtaining satisfactory deliveries 
of materials to meet Canadian defence, atomic energy and production sharing 
programmes, most programmes were effectively kept on schedule with departmental 
assistance where required. Canada continued to depend on allocations under 
the United States Defense Materials System to satisfy the needs of defence and 
related programmes for those materials which are not available in this country. 
Planned expansions of facilities and new mills went forward without any inter- 
ruption, and these will when completed substantially relieve Canada’s dependence 
on foreign sources of supply. Ferrous and non-ferrous material production, with 
the exception of nickel, was gradually cut back by 10 to 25% of capacity. 

The expansion of United States Government facilities for producing helium 
resulted in ample supplies being available to meet increased demands for defence 
and atomic energy programmes. Continuing search for sources of helium in 
Canada was maintained throughout the year, but there was no indication of 
any developments which could be brought into production economically. The 
expansion of nickel producing facilities and the development of new properties 
continued throughout the year. The increased yield from these activities placed 
Canada in a favourable condition to provide the deficit created by the closing of 
Cuban properties. Market demands for silver far exceeded production; this 
attracted attention to the existing world shortage and provided new strength to 
the price of silver. 

The Department’s production sharing programme increased production of 
the sole supplier of magnesium in Canada to the extent that production schedules 
were maintained at full capacity throughout the year. 

The United States Defense Production Act was extended for a further two 
years. Although numerous amendments have been made since the Act was first 
passed in 1950, it continues to provide priorities and allocations for Canadian 
defence orders. Revisions in the United States Defense Materials System required 
a broader priority identification for Canadian defence and atomic energy programme 
purchases. Although our participation in the United States system does not impose 
the necessity of using all facets of the priority procedure, many Canadian defence 
contractors found it advisable to take full advantage of the special assistance 
available to them. These contractors generally obtained excellent results from the 
use of these priorities, particularly for higher technical materials in the electronic 
field. The United States “Master Urgency List” continued to include Canada’s 
major programmes, thus ensuring equitable distribution of critical strategic com- 


ponents and materials. 
30 


Emergency Supply Planning 


N Emergency Supply Planning Branch was established in the Department in 

May, 1960, to be responsible for the planning and other peacetime arrange- 
ments necessary to permit a War Supplies Agency to be brought into effective 
existence immediately should a nuclear attack be made on this country. The 
Branch is strictly a planning body with no operating responsibilities. 

Since the inception of the Branch, planning priority has been given to the 
development of an interim plan to meet the immediate basic supply needs of 
the country during the first few weeks after a nuclear attack. This interim plan 
has three major objectives: first, the development of an organizational frame- 
work for the War Supplies Agency and selection on a stand-by basis of suitable 
persons to staff it; second, the collection as rapidly as possible of inventory 
data on major stocks of food, fuel, and essential survival materials, and tabula- 
tion of these data in a form suitable for post-attack damage analysis purposes; and 
third, the preparation in draft form of the legal instruments necessary to permit 
effective control and use of commodities and production facilities available after 
a nuclear attack. Good progress has been made towards achieving each of these 
objectives. 


The War Supplies Agency, when brought into existence at the outbreak of 
a nuclear war, would be charged with full responsibility for all aspects of control 
over the production, distribution and pricing of supplies, both civil and military, 
other than production on the farm and the catching and landing of fish. Respon- 
sibility for farm production and fishing activities would remain with the Depart- 
ments of Agriculture and Fisheries respectively. 


The specific functions of the War Supplies Agency are envisaged tentatively 
to be the following: post-attack assessment of surviving resources, to determine 
the availability of food, fuel, ready-to-use survival materials and so forth; assess- 
ment of supply requirements, based on claims submitted by other components of 
emergency government; comparison of supply requirements with availabilities; 
reconciliation of competing claims; establishment of priorities as required; arrange- 
ments for bulk re-distribution of food, fuel, survival materials and other essential 
commodities; regulation of all internal and external trade to whatever extent 
commercial activities may remain possible, particularly with respect to rationing, 
price control, and accommodation; procurement by any means of all goods and 
services required by government for civil or military purposes; control of industrial 
production, including the allocation of raw and semi-processed materials; deter- 
mination of general questions of policy with respect to the production and distribu- 
tion of supplies under nuclear war conditions. 
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In conformity with the arrangements being made through the Emergency 
Measures Organization for a decentralized system of emergency government, the 
War Supplies Agency would have central, regional, zonal and local elements. 
The staff would be a composite one, drawn from a number of federal departments 
and agencies, from provincial sources, and from non-governmental organizations. 


By the end of the year the Emergency Supply Planning Branch had, in addi- 
tion to its Ottawa staff, regional officers located in Halifax, Toronto, Winnipeg, 
and Victoria responsible for federal emergency supply planning in the Atlantic 
Provinces, Ontario, the Prairie Provinces and British Columbia respectively. At 
the end of the year a competition was underway to obtain a regional officer for 
the Province of Quebec. 
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Organization and Administration 


T wo changes in the basic organization of the Department were implemented 
during 1960. The first took place in May with the establishment of the Emer- 
gency Supply Planning Branch to carry out the task, assigned by the Government 
to the Department, of planning and making other necessary arrangements to per- 
mit the immediate creation of a War Supplies Agency in the event of a nuclear 
attack. A report on the activities of this new Branch in 1960 is contained in the 
preceding section. The second organizational change took place in October with 
the formation of the Armament Branch to replace the former Ammunition and 
Gun Branches. This change was designed to promote efficiency by adapting the 
departmental organization to the changing pattern of defence equipment needs. 

Personnel on strength increased from 1,463 at the end of 1959 to 1,513 at 
the end of 1960. Of the latter number, 1,199 were located in Ottawa, 252 were 
employed in offices elsewhere in Canada, and 83 were employed outside the 
country. The increase in staff during 1960 resulted mainly from additional staff 
requirements for the Canada-United States defence production sharing programme 
and for the new Emergency Supply Planning Branch. The Department was also 
successful in obtaining qualified technical personnel in the aeronautics, electronics 
and weapons fields through intensive recruiting activity. In addition, the Depart- 
ment recruited cost analysts, estimators, field production officers and district office 
buyers. Seventy-four competitions were held to fill positions in the Department. 
There were 279 new appointments, 229 terminations, and 112 inter-branch 
transfers during the year. 

An organization chart of the Department as at December 31, 1960, appears 
as Appendix A to this Report. The senior personnel at that date are listed in 
Appendix B, and the distribution of staff by units of the Department is shown in 
Appendix C. 

Five Crown Corporations, whose work is closely allied with that of the Depart- 
ment, continued to report to Parliament through the Minister of Defence Produc- 
tion. A list of these companies and their principal officers is given in Appendix D. 
An account of the activites of these Crown agencies is contained in their respective 
Annual Reports. 


Production and Purchasing Branches in Canada 


During the first nine months of 1960, the procurement of defence supplies 
requiring specialized production facilities was the function of six production 
branches: Aircraft, Ammunition, Electronics, Gun, Machine Tool, and Shipbuild- 
ing. On October Ist, as mentioned above, the Ammunition and Gun Branches were 
combined to form the Armament Branch, thus reducing the number of production 
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branches to five. The General Purchasing Branch continued to be responsible for 
the supplies and services not normally requiring special production facilities. 
District purchasing offices in fourteen cities across Canada procured the supplies 
and services of a local or urgent nature required by defence establishments in 
the vicinity of the offices. The activities of these production and purchasing 
branches, including the district purchasing offices, are covered in the Production 
and Procurement section of this Report. A list of the district purchasing offices in 
Canada is contained in Appendix E. 


Offiees Located Outside Canada 


The London Office conducted all procurement activity of the Department 
in the United Kingdom and directed the activity of sub-offices which handled 
procurement in Continental Europe. This Office procured from United Kingdom 
Government agencies, such as the Admiralty, the Ministry of Aviation and the 
War Office, and from a great variety of commercial firms. A small sub-office con- 
tinued to operate at Prestwick Airport, Scotland, to expedite the repair and over- 
haul of aircraft and equipment for the Air Division in Europe. Procurement in 
France, chiefly through the Government of France, was undertaken by a sub- 
office in Paris; and procurement in the Federal Republic of Germany, chiefly 
through the Government of that country, was carried out by a sub-office in Koblenz. 

The Washington Office continued to handle procurement from the United 
States Armed Services and, in some exceptional cases, from commercial firms in 
the United States. Practically all procurement from United States commercial 
sources was made directly by the appropriate production or purchasing branch in 
Ottawa. The Washington Office also maintained regular liaison with many United 
States Government agencies, handled Canadian participation in the United States 
priorities and expediting systems, and supplied a wide range of information to 
Canadian Government officials. This Office spent an increasing amount of time 
in connection with the Department’s production and development sharing activities, 
which are covered elsewhere in this Report. In this connection, it handled a large 
number of inquiries and arranged numerous meetings involving Canadian and 
United States Government officials, contractors and subcontractors. The Washing- 
ton Office directed the activity of a sub-office at Wright-Patterson Air Force Base, 
Ohio, involving operations with the Air Materiel Command of the United States 
Air Force. 


Production sharing liaison offices were located in New York City and Rome, 
N.Y., Boston, Mass., and Los Angeles, Calif. A liaison office was also opened in 
Detroit, Mich., in January 1961. 

The Department continued to be represented by two members on the 
Canadian Delegation to the North Atlantic Council in Paris, France. These 
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members were responsible for liaison with other national delegations and with 
the NATO international staff, and for making the Canadian viewpoint known on 
defence production matters of common concern to several members of the 
Alliance. They represented Canada on the NATO Armaments Committee which, 
in turn, controls a wide variety of expert working groups. In addition, they per- 
formed a number of duties in committees of the NATO Council engaged in 
emergency supply planning. 

An office was opened in Bonn, Federal Republic of Germany, for the Cana- 
dian representative to the European Organization for Direction and Control of 
the F-104G programme. 


The addresses of the Department’s offices outside Canada are also shown in 
Appendix E. 


Advisory and Service Branches 


The Administration Branch conducted the personnel operations of the Depart- 
ment, provided office equipment and services, maintained a central transcribing 
pool, and carried out programmes of administrative, personnel and methods 
improvement. 

In addition to the normal activities of the various sections of the Branch, 
several projects were undertaken which required close co-ordination among them. 
Increased production sharing requirements and the establishment of the Emergency 
Supply Planning Branch involved recruiting and orientating personnel, arranging 
accommodation for regional offices, allocating and laying out space requirements, 
and selecting and acquiring equipment. The general re-allocation of space at the 
Department’s headquarters location in Ottawa involved planning space require- 
ments, arranging for alterations and moving, and standardizing equipment in some 
of the production branches. 


Appraisal forms for the promotion of secretaries and for some grades of 
defence production officers were developed by the Personnel Section, and Depart- 
mental records required for the group surgical-medical insurance plan were estab- 
lished. The Training and Development Section conducted orientation, contracting, 
accounting and industrial engineering courses for departmental personnel. A 
seminar on government buying was conducted for officials of fourteen African 
nations visiting Ottawa. 

The graduate engineer training programme entered its third year with the 
hiring of six more graduate engineers. The five graduate engineers who joined the 
Department in the first year of this programme successfully completed their 
training and were assigned to the production branches. 
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The Comptroller’s Branch provided the accounting service for the Department 
and for the Canadian Commercial Corporation, a Crown company associated 
with the Department. Services on behalf of the Corporation included special 
financial and accounting administration as required. Complete bookkeeping 
records, based as far as possible on commercial practice, were kept of the trans- 
actions against the Department’s Parliamentary appropriations and of all assets 
and liabilities for which responsibility lies with the Minister of Defence Produc- 
tion. These assets include Crown-owned buildings and equipment in custody of 
private contractors or in warehouses. Their accounting involved physical identi- 
fication in the field and the maintenance of a full inventory record by description, 
quantity and value. Test physical counts of materials carried in stock at various 
locations were also made during the year. 

Records were maintained of the transactions arising out of various uncleared 
accounts taken over from predecessor departments, and with respect to disburse- 
ments and deliveries on NATO account which were covered by funds transferred 
to this Department by the Department of National Defence. The Branch carried 
out the financial administration of all agreements involving the sale to contractors 
of Crown-owned land, buildings and equipment, and all net revenues from the 
rental of Crown-owned factory properties. In addition, the Branch continued to 
provide the financial administration of the Defence Production Revolving Fund. 

The Branch also maintained records of Department of National Defence 
equipment on loan to contractors through the Department of Defence Production, 
and contributed to the recording and administration work connected with the 
rental of Crown assets to contractors. 

As in previous years, the Branch submitted monthly statements and reports 
to the Deputy Minister with respect to the Department. Similar statements and 
reports, on a quarterly basis, were submitted to the directors and responsible 
officers of Canadian Commercial Corporation. The Comptroller or his repre- 
sentatives attended various meetings with the Corporation directors and others 
during the year as required. 

The financial position of the Department as at March 31, 1960, is shown 
in the Balance Sheet and related schedules given in Appendix G, duly certified 
and reported upon by the Auditor General. 

The Economics and Statistics Branch provided the general economic and 
statistical services required by the Department. It undertook studies in these 
areas that would provide the Department with information on the effects of the 
defence procurement programme on various facets of the Canadian economy. 

The large quantity of procurement requisitions received by the Department, 
contracts placed on behalf of the Department of National Defence and other 
requisitioning agencies, and payments made against these contracts were recorded 
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and tabulated. The processing of these records, which required the use of 
mechanical tabulating equipment, provided basic data for analysing the Depart- 
ment’s procurement activities and the defence procurement programme. It was 
also possible to utilize this mechanical equipment for maintaining personnel 
records in the Department, for assisting the Emergency Supply Planning Branch 
to obtain regional inventory data, and for providing other branches of the Depart- 
ment with operational statistics. 


Projections of defence procurement expenditures were made to provide the 
Department with an estimate of future procurement activity and to assist the 
Department of National Defence in the preparation of its budgetary estimates. 
This required the co-ordination and analysis of expenditure data from major 
defence contractors and close liaison with production officers. 

A study of the effect of defence procurement on the Canadian electronics 
industry was undertaken, and a survey was made of marine bulk fuel storage 
facilities. Statistical reports measuring the progress of the Canada-United States 
defence production sharing programme were prepared regularly during the year. 
These reports involved periodic surveys of major defence contractors. 

The Branch maintained liaison with other economic research and statistical 
units, both in and outside the Government Service, in order to obtain information 
necessary for economic appraisals of the defence programme, and to provide them 
with data on the defence sector of the Canadian economy. Information relating 
to defence procurement activity was prepared periodically for the North Atlantic 
Treaty Organization. Various firms and organizations were supplied with material 
relating to the Department’s procurement activities. 

Lists of unclassified defence contracts valued at $10,000 and over awarded 
by the Department to firms in Canada were compiled and issued semi-monthly 
in the form of a press release. 

The Financial Adviser’s Branch acted in an advisory capacity with respect to 
the development and application of financial policies related to defence contracts. 

All contract proposals involving commitments in excess of $10,000 were 
reviewed to ensure that the principal terms conform to departmental policies and 
that the procurement proposed properly reflects the requirements of the requisi- 
tioning department. Special consideration was given to contract proposals for 
large commitments and to cases involving profit incentives. Submissions to Treasury 
Board were prepared and liaison with Treasury Board staff was maintained. 

The Branch reviewed reports prepared by the Audit Services Division of 
the Comptroller of the Treasury following the audit of contracts, and co-operated 
with that Division and the procurement branches of the Department to resolve 
cost and profit problems with contractors arising from such audits. 
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Studies were undertaken on price terms of contracts for technical and field 
service representatives, on the costing of travelling and living expenses and on 
overhead cost considerations for mobile repair parties. Investigations were carried 
out concerning prevention or recovery of apparent overpayments of cost reim- 
bursable contracts and the renegotiation of fixed fee contracts where the actual 
or estimated expenditure is expected to fall outside the original estimate because of 
the volume of work to be performed. Consideration was also given to the financial 
features of production sharing arrangements. 

Applications from defence contractors for capital assistance or additional 
capital cost allowance (accelerated depreciation) were reviewed in the light of 
departmental policy. Declarations being made to Crown Assets Disposal Corpora- 
tion covering surplus capital assistance assets, tooling, and production material 
were also reviewed and approved. Rentals of Crown-owned assets currently on 
charge to contractors were assessed following an annual survey covering the use 
of these assets by contractors for other than defence work. Where contracts 
were cancelled or terminated because of revised requirements, negotiations were 
conducted with the contractors concerned to achieve a satisfactory settlement. 
Advice was given on the application of sales tax, duty drawbacks and insurance 
coverage to defence contracts. 

The Branch co-ordinated the preparation of the Department’s estimates 
requirements, including the appropriations required by Crown companies respon- 
sible to Parliament through the Minister of Defence Production. The annual capital 
and operating budget submissions required from these companies under The 
Financial Administration Act were reviewed, as were their interim financial 
statements. The Branch also administered grants made in lieu of taxes to munic- 
ipalities in which Crown-owned defence plants operated by private contractors are 
situated. 

The Legal Branch advised all other branches of the Department on various 
legal matters, including the terms of proposed contracts, termination of contracts 
and claims by and against the Crown. It gave legal intepretations of The Defence 
Production Act and of the terms of current contracts, gave legal opinions on a 
wide range of departmental matters, and prepared some of the Department’s 
submissions to the Governor in Council and the Treasury Board. It also advised 
in regard to assignment of contracts, title, risk, insurance, subcontracting, bank- 
ruptcy, patents, inventions, royalties, sales taxes, customs duties, and land matters. 

One of the Branch’s principal services was the drafting of contracts with 
Canadian industry following negotiation of the contract terms by the Department. 
In this field it was necessary to give special attention to new shipbuilding contracts 
because the Department commenced procuring large vessels on a firm price basis. 
This manner of procurement required more complex legal drafting than the former 
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Another new type of formal contract was that covering the granting by the 
Crown to Canadian industry of financial assistance under departmental Votes 
for design and development work and for preproduction and tooling costs in the 
interests of the Canada-United States production sharing programme. In addition, 
the CF-104 aircraft programme continued to call for various ancillary contracts 
and license agreements. Other formal contracts drawn by the Legal Branch covered 
electronic equipment, research projects, military vehicles and various other defence 
supplies for Canada’s Armed Services and for the United States military 
departments. 

In connection with these contracts, solicitors of the Legal Branch in many 
cases advised the purchasing, production and technical officers of the Department 
during their negotiations with representatives of Canadian industry. It was also 
necessary for the solicitors of the Branch to confer with lawyers representing 
industry in settling the legal content of the contracts. 

Considerable assistance to and cooperation with the Department of Justice 
was necessary in regard to litigation resulting from claims by or against the 
Department based on differences arising out of contracts between the Department 
and Canadian suppliers. In connection with the day-to-day purchase of general 
items by the district purchasing offices of the Department, the Branch commenced 
a review of the contract terms covering all types of supplies in order to simplify 
and standardize such terms. 

The Legal Branch handled all the legal work of Canadian Commercial 
Corporation, a Crown company which reports to Parliament through the Minister 
of Defence Production. 

The Secretary’s Branch administered the Department’s Communications, 
Printing and Stationery, Central Registry, and Service Divisions. The Secretary, 
as the Department’s official signing officer, endorsed formal contracts with suppliers 
and conducted departmental correspondence. 

The Communications Division maintained a teletype service between Ottawa 
and the Department’s offices in Montreal, Toronto and Washington. This service 
was available to other Government agencies on a pro rata basis and was extensively 
used by them. Approximately 100,000 telegraphic and teletype messages were 
cleared by the Division during the year. The “Telex” system, providing direct 
exchange of messages with other subscribers, was extended to cover all wire 
communications between the Department’s headquarters in Ottawa and its Halifax 
office. Arrangements were completed during the year for the despatch of all 
departmental messages to Service installations in Canada through the Department 
of National Defence signal system. 

The Central Registry was responsible for the creation of all needed files and 
for the control and protection of over 150,000 existing departmental files. 
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The Service Division continued to provide the procurement branches with 
lists of firms capable of producing required items; reproduced invitations to tender, 
contracts and amendments to contracts; distributed copies of these documents to 
appropriate recipients; received, guarded and opened all tenders received at Head 
Office; and was responsible for replying to inquiries regarding the award of 
contracts. 


The Secretary’s Branch supplied several continuing departmental committees 
with secretarial services and officers of the Branch represented the Department on 
various inter-departmental committees. 
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Appendix A 


DEPARTMENT of DEFENCE PRODUCTION 
ORGANIZATION as at DEC. 31, 1960 


EXECUTIVE 
ASSISTANT 


ASSOCIATED CROWN 
COMPANIES 


CANADIAN ARSENALS LIMITED 
CANADIAN COMMERCIAL CORPORATION 
CROWN ASSETS DISPOSAL CORPORATION 
DEFENCE CONSTRUCTION (195!) LIMITED 
POLYMER CORPORATION LIMITED 


ASSISTANT 
DEPUTY MINISTER 


WASHINGTON 
OFFICE 


AIRCRAFT 
BRANCH ‘ 


SHIPBUILDING ARMAMENT 
BRANCH BRANCH 


ELECTRONICS 
BRANCH 


anton nen mnmenani DEPUTY MINISTER 
EXECUTIVE 
ASSISTANT 

ASSISTANT | 

DEPUTY MINISTER 


LONDON 
OFFICE 


GENERAL PURCHASING 
BRANCH 


GENERAL SUPPLIES 
DIVISION NO. | 


Hardware; Tools; Fire 
Fighting & Safety Equip.; 
Special Projects (Research 
& Development); NBC Warfare 
Electrical Equip.; Electri- 
cal Wire & Cable; Motors; 
Generators; Lighting & 
Heating Equipment; Medical; 
Pharmaceutical; Dental; 
Optical; Laboratory; Hos- 
pital, Photographic Sup- 
plies & Equip.; Scientific 
Instruments. 


[GENERAL SUPPLIES 
DIVISION NO.2 


Food & Catering Services; 
Fuel; Petroleum Products; 
Chemicals; Alcohol; Gases; 
Soaps; Cleansers; Waxes; 
Polishes; Disinfectants; 
Insecticides; Kitchen, 
Cooking & Messing Equip.; 
Cooling & Refrigeration 
Equip.; Paints; Brushes; 
Scales; Adhesives; Special 
Projects, (General); Fur- 
niture; Lumber; Wood Prod- 
ucts; Paper & Paper Prod- 
ucts; Packaging; Recrea- 
tional Equip.; Musical 
Instruments; Chapel Equip. 


CANADIAN INDUSTRIAL 
PREPAREDNESS ASSOCIATION 


INDUSTRIAL ADVISORY COMMITTEES 


FINANCIAL LEGAL 
ADVISER'S BRANCH BRANCH 
CONTRACTS 
AUTHORIZATION 


GENERAL SUPPLIES 
DIVISION NO.3 


CLOTHING & 
TEXTILES DIVISION 


Vehicles; M.T. Spare Parts 
and Accessories; Tires & 
Tubes; Industrial, Road 
Building & Maintenance 
Equip.; Ground Handling, 
Garage Equip.; Batteries; 
Metals; Metal Fabrication; 
Plumbing; Heating; Air 


MACHINE TOOL 
BRANCH 


EMERGENCY SUPPLY 


Conditioning Equip.; Hose 
& Rubber Products (General). 


PLANNING BRANCH 


Uniforms; Fatigue & Arctic 
Clothing; Headwear; Inner 
Clothing; Knit Goods, Rub- 
ber & Leather Products; 
Textiles; Bedding & Canvas 
Goods; Buttons; Badges; 
Buckles; Requirements 
Planning and Control. 


DISTRICT PURCHASING OFFICES 
St. John's - Ottowa - Ont. | Calgory - 
Saint John - Toronto = Ont. Edmonton ~- 
Halifax iz 1S. | London ~— Ont. Vancouver — 
Quebec = Winnipeg ~ Moan. |\ Victoria ~- 
Montreal - Regina + Sask. 
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ECONOMICS AND | } 
STATISTICS BRANCH 


COMPTROLLER'S 
BRANCH 


ADMINISTRATION 
BRANCH 


SECRETARY'S j 
BRANCH 


INDUSTRIAL 
SECURITY BRANCH 


Appendix B 


Senior Personnel of the Department 
as at December 31, 1960 


Minister 
The Honourable Raymond O’Hurley, P.C., M.P. 
Executive Assistant to the Minister ....................0...c..0c.000- Bernard E. Poirier 


Deputy Minister 
D. A. Golden 


PIShISt ant OCHULY, IVLINISCOE: .c). RU oan taker fest Wa us G. W. Hunter 
PXSSIStar OCOULY IVIIDIStET: 0) 2 Ne i en hal W. H. Huck 
A/Executive Assistant to the Deputy Minister ................ W. J. Mulock 


Production Branches 


Director,Aircraft Branch’ bes e 2 eer meerers, oa, D. L. Thompson 
Deputy Director; Aircraft Branch fou eee. Ss A. D. Belyea 
DIES IOT AT ement EXEAOGO Pia. niet had ene eae oe C. L. Muir 
Directoresiectronies Branch os.) ojos yc: sca ee eee D. B. Mundy 
Deputy | Director; Electronics (Branch... S. I. Comach 
enity! Director: Electronics Branch 34) vk. T. C. Jones 
Director; Machine: Tool Branch .yesseeedenemn cde R. Mosher 
Director Shiphitilding Branches 9 eso ores J. C. Rutledge 


General Purchasing Branch 
DIPECHO eile Pls e055 ogc ich ig AOE da pea dec amrs Ra D. M. Erskine 
TER ry POLO CEOL 05 |e UMN A ani g Tae RIESE 8 R. C. D. Laughton 
Emergency Supply Planning Branch 


Director ee a ee, age J. C. Morrison 


Financial Adviser iy...) 00000) Gees iN obibeceatie, ind seuiny J) R. M. Keith 
PeOueyr rh Macias NOVISEL (iy. PAO mee aie aunt ers. en N. R. MacLean 
Director, Contracts Authorization Division .............. J. D. C. Mahaffy 

COTATI ont es A eRe eh cal MR YOU Laine ea Oe, G. F. Wevill 
DeputypComotroller( 2 0 Siig aaa Wee. oS ak os T. E. Brown 

DepartmentalSeeretary 110i ethane. =. fecal: carawmedal sec J.J. Veviin 

DirectomAcministration Branch yrs... Yee ee ee. H. R. Kotlarsky 

Director, Economics and Statistics Branch ........................ W. J. W. V. Johnston 

Director; Industrial Security "prance ee EeCr trae 

Director Teed rane 000s ete ee alae me) F. F. Waddell 
Deputy Director, Leval Branch o0 nee eae, C. S. Stevenson 

Director, London (Raviand) Olice. 7) 2), ee R. D. Roe 

Director; Washineton orice iy a ae He) J. As Teeter 


Appendix C 


Distribution of Departmental Staff 


as at December 31, 1960 


DO MESS 0 | cee a RS ELEN GE GILES DON OS Se NEERD etiaielcioe eset norton 
MERU IVATEIISCED S)COTICO ORIGIN ores cic cusudidseve vests vassdsvassoessceusnseancans eee 
TT SACLE Meee HA RN Us ee nasser chegins) os hues case hs beeeuke tied 


ET CARS § OES a ARERR ee AORN a, la ia Loe lbetiomlisett ss anal 
General Purchasing Branch— 

RCC CO BRIE YY 4 Ras, Ra satogaycuane: /t RMA Alec AED, VNR 

Pietricl Purch asin vOMCGe os. set hata ee sete aN Ros ee 
Ererecacy supp yar lanning Branch jcc Ald, 02098. Wied iidies osecete ces 
Ooo TOES] Yo Te Eg I es a a as adalah aba tNa Bene il 
COTO OER St Brame edt... dis eda iden MO OMe UNE MN ad URE! 
ECONOMICS ald Btausues TAN cers les CNN ie OANA ES) ESS, 
Pi mer A tvisere Branch, 03:0... Jew Ord, Pen leud., Nome ies... 
HOE LE SOL apes aM) Pa hh MA ai radii alka ras 2 pals dae giochi ge oth ose 
Becher y S) BTANGIT fetes et cnc eons ee ROR aaener) Tko hr! 
OTRAS TT TE yd 9 SA eal ls cal a Rn bee eh nee eh bra eerh Ne test em air 


Offices in the United States and Europe, and NATO Delegation, Paris 


1Formerly the Ammunition and Gun Branches. 
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Number of 
Employees 
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Appendix D 
Crown Companies Associated with the 
Department of Defence Production 
as at December 31, 1960 


Canadian Arsenals Limited 


PO LCSTRROIR Gc otis cans tie ee Ea eee Rt: ee aie Major-General J. H. MacQueen 
Wice-President os seyycicicsa ee ee IN. Py Petersen 
CrONCraliVidnaeen 05 1 sek ae esr Were, J. H. Berry 

NeCICtry LU leasUler ii aa or D. C. Cullen 


Canadian Commercial Corporation 


|g CoS) 4G 11 MAT Le WOO TONE PERE SPO EOr ON PN MONE Dy M. H. Lamoureux 
Secretary andulveralvAdviser i, nccesacce F, F. Waddell 
COCO am erie Nake Oe a G. F. Wevill 


Crown Assets Disposal Corporation 


President and General Manager .............. Louis Richard 
A/Secretary and Legal Adviser .............. M. J. Ellsworth 


Defence Construction (1951) Limited 


President and General Manager .............. R. G. Johnson 
“Ss 1 a age ts Pe AND RRW ER ad HOGER A: J. D. Jennison 
AL TOASIREGIE. 4c: Dh aie ht satire Rag a ta N. Tokaryk 


Polymer Corporation Limited 


Ghairman pl they Board be ected eee ode E. J. Brunning 
President and Managing Director ............ E. R. Rowzee 
Mice-President. Operations |)... ..0/ <i. ..0800085 L. D. Dougan 
WICe-Presidenl, Pmlance tmnt wire S. Wilk 
Vice-President, Marketing ...........00.....0.00. Roger E. Hatch 
Vice-President, Research and 

even piuent seu gee E. J. Buckler 
Secretary and Chief Legal Officer ............ W. J. Dyke 


Appendix E 


District Purchasing Offices 
and 


Offices Located Outside Canada 
Addresses as at December 31, 1960 


District Purchasing Offices 


ST. JOHN’S, NFLD. .......... Buckmaster’s Field, 

Building No. 40 (P.O. Box 487) 
TPARIPAXS NiSe ee. Room 527, Federal Building, 

Bedford Row (P.O. Box 1655) 
SAINT JOHN, N.B. .......... Room 408, Sadim Building, 

Canterbury & Duke Streets 
OUPBEC, P.O vce denn 126 St. Peter Street, 

(P.O. Box 70—Station “B”’) 
MONTREAL SP. Qe eee 1441 St. Urbain Street 
OTTAWA: ONT er 953 Somerset Street, West 
TORONTO. ONT...“ ar" Mackenzie Building, 

36 Adelaide Street, East 
LONDONAON TS fecctyatt-. 388 Dundas Street 
WINNIPEG, MAN. .......... Room 404, C.P.R. Building, 

208 Portage Avenue 
REGINA, SASK. .....2.22 50: 302, New Post Office Building 
CALGARY, ALTA. .......... Room 725, Public Building 
EDMONTON, ALTA. ...... 906 Federal Public Building, 

99th Ave. & 107 Street 
VANCOUVER, B.C. ........ Room 407, Federal Building, 

325 Granville Street 
VICTORIAS BC seer Room 318, Customs Building, 


Government Street 
Offices Located Outside Canada 

WASHINGTON, U.S.A. ..... Canadian Department of Defence Production, 
2450 Massachussetts Ave., 
(P.O. Box 4897, Cleveland Park Station) 
WASHINGTON 8, D.C., U.S.A. 

SUD -OMCE. ii snsncpd ices MCL DDP 

Wright-Patterson Air Force Base, 
OHIO, U.S.A. 

PRODUCTION SHARING 

LIAISON OFFICES’ ........ Canadian Department of Defence Production, 
c/o Canadian Consulate General, 
680 Fifth Ave., 
NEW YORK 19, N.Y., U.S.A. 


1A production sharing liaison office was opened in Detroit, Michigan, in January 1961 at the 
following address: 
Canadian Department of Defence Production, 
1580 East Grand Blvd., 
Detroit, Mich., U.S.A. 
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LONDON, ENGLAND? .... 


Sab-OMices 0. aus ale at 


OFFICE OF DDP REPRE- 
SENTATIVE TO THE 
NORTH ATLANTIC 
OFF GH og ARSE RRA er 


OFFICE OF CANADIAN 
REPRESENTATIVETO 
THE EUROPEAN OR- 
GANIZATION FOR 
DIRECTION AND 
CONTROL F-104G 


ROP/DDP, 
Rome Air Materiel Area, 
Griffiss Air Force Base, 
ROME, N.Y., U.S.A. 


Canadian Department of Defence Production, 
Los Angeles Air Procurement District, 
1206 South Maple Avenue, 

LOS ANGELES 15, Calif., U.S.A. 


Canadian Department of Defence Production, 
AMC/ESC/LEX 
L. G. Hanscom Field, 
BEDFORD, Mass., U.S.A. 


Department of Defence Production (Canada), 
Sackville House, 
AO Piccadilly, 
LONDON W. 1, England 


c/o Canadian Embassy, 
35 avenue Montaigne, 
PARIS 8, France 


Viktoriastrasse 38, 
KOBLENZ, Federal Republic of Germany 


c/o Scottish Aviation Limited, 
Prestwick Airport, 
AYRSHIRE, Scotland 


OTAN-NATO, 
Place du Marechal de Lattre de Tassigny, 
PARIS XVI°, France 


c/o Canadian Embassy, 
Zitelmannstrasse 22, 
BONN, Federal Republic of Germany 


* Effective March 28, 1961, the address of the London (England) Office will be: 


Department of Defence Production (Canada), 
No. 1 Grosvenor Square, 
London, W. 1, England. 
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Appendix F 


Statisties of Defenee Contracts 
and Expenditures 


The statistical tables in this appendix illustrate, in terms of the net value of 
contracts placed and the value of expenditures, the magnitude of various sectors 
of the Canadian defence procurement and construction programme during the 
calendar years 1958, 1959 and 1960. 


The tables are grouped in pairs, with the first “a” containing data on the net 
value of contracts placed and the second “b” containing the value of expenditures 
against these contracts and against similar contracts placed in earlier years. 


Tables 1-a and 1-b to Tables 4-a and 4-b contain statistics related to defence 
procurement by the Department of Defence Production and Defence Construction 
(1951) Limited for the Department of National Defence. Payments for this procure- 
ment are made from funds appropriated by Parliament for the Department of 
National Defence. 


Tables 5-a and 5-b relate to certain activities in support of defence production 
activity that are paid for from Defence Production Parliamentary votes. 


Tables 6-a and 6-b provide data relating to prime defence contracts placed in 
Canada by the United States Government through Canadian Government agencies 
such as Canadian Commercial Corporation. The Department of Defence Production 
places most of the contracts for Canadian Commercial Corporation. 


The net value of contracts placed, as shown in these tables, includes the value 
of amendments which increased or decreased commitments under existing con- 
tracts, as well as the value of new contracts. In some cases, therefore, credit net; 
values have resulted as decreasing amendments to contracts placed in earlier. 
periods have exceeded the value of new contracts and increasing amendments 
issued. 


The totals at the bottom of the columns do not always equal the sum of the 
programme values shown because of rounding the figures to the nearest thousand 
dollars. 


Definitions of the Defence Programmes 


The general concept involved in this defence programme 
classification is that of relating all procurement, as far as 
possible, to a readily identifiable military end-item, such as an 
aircraft, a ship, an electronic device, a gun, a type of ammuni- 
tion, an item of clothing, etc. Thus a particular programme 
includes, in addition to the end-item, those components or parts 
that become an integral part of the end-item, as well as asso- 
ciated services such as design and development, installation, 
maintenance, and repair and overhaul. 
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Aircraft: This programme includes complete aircraft and items to be physically 
incorporated in complete aircraft, such as airframes, engines, propellers, 
electrical systems and their components. Government-furnished aircraft equip- 
ment and the repair and overhaul of aircraft are also included. Guided missiles 
are included in this programme. Excluded are accessories such as armament 
and communication equipment, navigational and flight instruments, photo- 
graphic equipment, training devices and ground equipment. 


Ships: This programme includes escort vessels, minesweepers, aircraft carriers, 
and other floating equipment, and ship components such as hulls and super- 
structures, propulsion machinery, boilers, condensers, heating and electrical 
systems. Reconversion, refit and repair of ships are also included. Armament 
and electronic gear are excluded. 


Tank-automotive: Included in this programme are tanks and vehicles of both 
armoured and non-armoured types. Cars, trucks, and buses and their com- 
ponents, such as tires and tubes, are included. Excluded are armament and 
electronic equipment. 


Weapons: The weapons programme includes small arms, guns, howitzers, and 
rocket launchers and their components. It excludes electronic fire controls. 


Ammunition and Explosives: This programme comprises light, medium, and 
heavy ammunition of all types, including mines, depth charges, rockets, 
and torpedoes. Explosives and certain defence chemicals are also included in 
this programme. 


Electronics and Communication Equipment: Electronics and communication 
equipment of all types are in this programme, including telephone, telegraph, 
radio and radar equipment. Underwater sound equipment and fire control 
equipment are also included. Development, maintenance, management and 
transportation services associated with the procurement of electronics and 
communication equipment are in this programme. 


Fuels and Lubricants: This programme includes petroleum, gas, coal and coke, 
and their products. 


Clothing and Equipage: All items of personal clothing, including footwear, and 
of personal equipment, such as mess kits and steel helmets, are in this 
programme. 


Construction: This programme includes all construction contracts for building 
structures, runways, etc., as well as for consultant services, repairs and mainte- 
nance. Most of these contracts are placed by Defence Construction (1951) 
Limited. 
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Appendix F—Continued 
All Contracts and Expenditures 


Table 1-a.—Net Value of Total Canadian Government Defence Contracts Placed 
by the Department of Defence Production and Defence Construction 
(1951) Limited on behalf of the Department of National Defence 


Programme 1958 1959 1960 

$000 $000 $000 
PRET CP ceeds os sy RO 300,258 202,632 343,919 
ie A OE oo MOTT. 77,140 25,989 86,243 
Tank-automotive ...................... 10,674 7,893 6,947 
5 en eh °C 10,570 7,651 6,099 
Ammunition and explosives... 21,298 11,398 13,604 

Electronics and communication 

COICO ieee eth 73,409 82,300 133,617 
Fuels‘and lubricants 2...0..8.... 53,907 57,768 50,496 
Clothing and equipage ............ 6,124 18,808 6,284 
ConsOetion esc er t REGAL 66,956 67,141 SPAT 1 
G7ii'c 00) Ae) 110,316 109,976 107,091 
DPM reli leh atch shmucrltlenen 730,650 591,556 805,871 


Table 1-b.—Value of Expenditures on Canadian Government Defence Contracts 
Placed by the Department of Defence Production and Defence 
Construction (1951) Limited on behalf of the Department of National 


Defence 

Programme 1958 1959 1960 

$000 $000 $000 
Paper OES BRE ORS. 341,022 245,893 251,933 
SHiPsee Oe can MRO AE... 49,937 35,056 31,203 
Tank-automotive ..................06. 11,883 7,574 8,572 
Wieagone 5 uk. Ca Se 18,153 12,963 9,436 
Ammunition and explosives ..... 24,857 32,930 16,599 

Electronics and communication 

equipment: cc HAC ee 99,469 99,986 87,894 
Fuelstand lubricants -#0S0)4..:. 46,512 40,444 39,007 
Clothing and equipage ............ 7,088 20,639 4,123 
COMB RICHION » .5.s05ccss hehe 48,516 67,723 64,193 
TREE FOF os. se. RESO. 110,289 110,234 107,633 
TOBE O8R........00.. BOOED... TOL, Lae 673,441 620,592 
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Appendix F—Continued 
Contracts and Expenditures in Canada 


Table 2-a.—Net Value of Canadian Government Defence Contracts Placed in 
Canada by the Department of Defence Production and Defence 
Construction (1951) Limited on behalf of the Department of National 


Defence 

Programme 1958 1959 1960 

$000 $000 $000 
AirGieareaays, AS ed a 307,049 170,609 307;293 
Shipshitaicimais come wut 75,306 25,337 85,304 
Tank-automotive ..................0... 9,521 f RSA 7,198 
WEA foot ecient 9,173 3,061 3,810 
Ammunition and explosives ..... 20,544 9,974 10,175 

Electronics and communication 

courpment wea Te 58,296 80,373 99,301 
Fuels and lubricants. ....):..;....... 53,499 57,453 50,205 
Clothing and equipage ............ 6,024 19,229 6,227 
Conseraceon: ..5. ee. RRS 66,017 66,298 50,666 
Omer a ee ee 105,710 103,814 100,437 


POUR ee ees ee ae Tito 544,059 720,616 


Table 2-b.—Value of Expenditures on Canadian Government Defence Contracts 
Placed in Canada by the Department of Defence Production and 
Defence Construction (1951) Limited on behalf of the Department 
of National Defence 


Programme 1958 1959 1960 

$000 $000 $000 
ATP OP ARI W oi.cc 0s. ce.. 3 i 324,645 230,288 210,958 
SSH SLOW 0 ee URL ee 48,431 34,089 29,632 
Tank-dautomotive ..:)-byed.....0. 9,554 6,946 7,829 
Weaeansinn iu 2) OR Ey. 2.722 10,381 5,421 
Ammunition and explosives ..... 23,934 30,797 155953 

Electronics and communication 

Equipment -).. ORAL. 73,749 83,264 73,307 
Fuels and: lubricants 27.010)... 46,139 40,208 38,759 
Clothing and equipage ............ 6,999 20,562 4,082 
Constrhetion 4.53.5. RC. 46,871 66,277 63,374 
OEE OT OM os cee a I, 105,520 105,191 101,193 
TOROS, cc RE 698,565 628,004 550,309 
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Appendix F—Continued 
Contracts and Expenditures in the United States 


Table 3-a.—Net Value of Canadian Government Defence Contracts Placed in the 
United States by the Department of Defence Production and Defence 
Construction (1951) Limited on behalf of the Department of National 


Defence 

Programme 1958 1959 1960 

$000 $000 $000 
ti AO ie a $,/ Leer 25,873 31,415 
Vee ee ee 1,648 68 cr 950 
Ammunition and explosives .... 482 1,181 497 

Electronics and communication 

OMEN ti oc Re els. 4 12,864 294 34,023 
CTE eu FOLUMIS Pei ca 3,769 2,967 31532 
TO i ih ost. weak Sead Bet atts odic 10,046 30,247 70,417 


Table 3-b.—Value of Expenditures on Canadian Government Defence Contracts 
Placed in the United States by the Department of Defence Production 
and Defence Construction (1951) Limited on behalf of the Depart- 
ment of National Defence 


Programme 1958 1959 1960 

$000 $000 $000 
OE ti RRR wens be TR tPEANE Hy | TO212 36,729 
BLE To a Oe RRR 1,644 633 2,280 
Ammunition and explosives .... 560 Tory 739 

Electronics and communication 

PII C TIES). acess eshusa ae 24,830 14,734 13,472 
Otero brick. etnies tarAarsavadlan 2,340 3,716 5,497 
yi |.’ Ria P ae unnts «1.1 i see 41,705 hay ies 58,717 
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Appendix F—Continued 


Contracts and Expenditures in the United Kingdom 


Table 4-a.—Net Value of Canadian Government Defence Contracts Placed in 
the United Kingdom by the Department of Defence Production and 
Defence Construction (1951) Limited on behalf of the Department 


of National Defence 


Programme 


Ships 


i er ay 


Ce ay 


WCADONS Sis.c351 ete een eek 
Ammunition and explosives .... 
Electronics and communication 

EQUIDOICICT rt 
COE ci escct eke eo es 


1958 


$000 
1,921 

147 
1,091 


303 cr 


pda 


2,143 
857 


6,093 


1959 


$000 


6,130 
172 
130 


4,611 


Ay 


1,514 
1,646 


14,420 


1960 


$000 
5,166 
590 
467 
L322 
2,902 


156 
1,084 


11,688 


Table 4-b.—Value of Expenditures on Canadian Government Defence Contracts 
Placed in the United Kingdom by the Department of Defence 
Production and Defence Construction (1951) Limited on behalf of 


the Department of National Defence 


Programme 


SUP ee ae he 


WV ES DOGS Ce oa tet ceese eer a) 
Ammunition and explosives .... 
Electronics and communication 

CQUIPMENt-—--seererderntnerin 
Other ue icctscetss ee 


1938 


$000 
4,041 
1,314 
2,026 
3,481 
3 2e 


784 
1,182 


iba hay 


22 


1959 


$000 

5,002 
187 
416 

1,901 
131 


1,870 
$298 


10,805 


1960 


$000 
4,235 
psp P 
436 
1,720 
76 


982 
908 


8,589 


Appendix F—Continued 


Contracts and Expenditures in Support of Defence Production 
Activity 


Table 5-a.—Net Value of Contracts Placed by the Department of Defence 
Production for Care, Maintenance and Custody, Establishment of 
Production Capacity, Source Establishment for Components, and 
Sustaining Technological Capability, and Value of Approvals for 
Capital Assistance 


Category 1959 1960 
$000 $000 

Care, maintenance and custody of Crown-owned standby 

Meleace Assets Mette i Ne neti 162 1,030 
CADIAPtaSSIStATICE: ADPTOV AIS... Pigs. ate EP a hi cerewas etry 2,416 248 
Establishment of competitive production capacity through 

absorbing certain preproduction and tooling costs ........ 856 307 
Establishment of qualified sources for the production of com- 

POM IRC PPANLS ATA PTATCIIA IS 6 jal 24.0. Sid svetles wis dssanecandican vassdes 356 512, 


To sustain research and development capability in Canadian 
industry in order to assist the Canada-United States 
development and production sharing programme .......... —........ 2,425 


ari seat Tey eae i. own: Siataauiat,, Bnet. waive ak, ys 3,790 4,522 


Table 5-b.—Value of Expenditures by the Department of Defence Production for 
Care, Maintenance and Custody, Capital Assistance, Establishment 
of Production Capacity, Source Establishment for Components, and 
Sustaining Technological Capability 


Category 1959 1960 
$000 $000 

Care, maintenance and custody of Crown-owned standby 

RETO HCO ASSETS | DOME. ce cater ce steve RR Mok iss scgen dansunesicense 216 570 
Coe asIStaniCe .., TRE 8. cossscscs Se Mba oc 695 1,456 
Establishment of competitive production capacity through 

absorbing certain preproduction and tooling costs ........ 454 630 
Establishment of qualified sources for the production of com- 

Pe OAS AU IA COTIAIS We. fe eh soe dds be ny ssc vvacsuhwines 171 268 


To sustain research and development capability in Canadian 
industry in order to assist the Canada-United States 
development and production sharing programme .......... —_........ 2,033 


TEE 8 Sle AMER. SI RRR 8 Ao RN OP ORE | VR HSRC TAR 1,536 4,956 


Appendix F—Concluded 
United States Contracts and Expenditures in Canada 


Table 6-a.—Net Value of United States Government Defence Contracts Placed 
in Canada through the Canadian Commercial Corporation and 
Defence Construction (1951) Limited 


Programme 1958 1959 1960 

$000 $000 $000 
AEC PAR Ss ile ene oy 26,990 20,494 42,680 
Ammunition and explosives .... tod 1,141 871 

Electronics and communication 

POI PINOT Peo. oic1ha. ca e.. 12,756 35,804 14,752 
COC AADICLION BPO bois eoiiew’ 25,631 £23025 9,995 
CURT AER ee dae, 2,045 Se 7,061 
gas 2 ORE More ala 68,180 75,234 75,359 


Table 6-b.—Value of Expenditures by the United States Government on Defence 
Contracts Placed in Canada through the Canadian Commercial 
Corporation and Defence Construction (1951) Limited 


Programme 1958 1959 1960 

$000 $000 $000 
DN ER OS 2°19 OSM Ray ES ORT 37,005 27,476 25,588 
Ammunition and explosives .... 1,742 1,870 314 

Electronics and communication 

GOUIDITICNE S25 arate an 13,025 19,491 38,238 
CS ORECEL ON Na Wii cic ceva darrande 3256 2201 17,310 
OTHET Sica. isshide espa 9 2,738 2,042 4,075 
OR de elaine PW. ae 57,766 73,265 85,525 
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Appendix G 


Report to the Minister on the 
Audit of the Accounts of the Department 


for the year ended March 31, 1960 


OTTAWA, October 25, 1960. 


The Honourable Raymond O’Hurley, 
Minister of Defence Production, 
Ottawa, Canada. 


SIR, 


An examination having been made of the accounts maintained and the 
financial statements prepared by the Department of Defence Production for the 
year ended March 31, 1960, I now report that in my opinion, 


(a) proper books of account have been kept by the Department; 
(b) the financial statements of the Department 


(1) were prepared on a basis consistent with that of the preceding year 
and are in agreement with the books of account; 


(ii) in the case of the Balance Sheet, give a true and fair view of the 
state of the Department’s affairs as at the end of the financial year; 


(111) in the cases of the Summary of Transactions in Equity Account 
(with supporting statements of Expenditure and Receipts) and the 
Summary of Transactions in Reserve Arising from Trading Opera- 
tions, give a true and fair view of the operations of the Department 
for the financial year; and 


(c) the transactions of the Department that have come under my notice have 
been within the powers of the Department under The Defence Production 
Act and any other Act applicable to the Department. 


In accordance with established governmental practice, the Crown-owned 
capital assets for which the Department is accountable are carried on the Balance 
Sheet at cost, without showing any deduction with respect to depreciation. 

Yours faithfully, 


A. M. HENDERSON, 
Auditor General. 
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Appendix G—Continued 


Schedule 1 


Summary of Transactions in Equity of 


Government of Canada Account 


for the year ended March 31, 1960 


Balance brought forward April 1, 1959 ................ 
Additions: 


Funds made available by means of appropria- 
TOR arte Dy SENtttee re ee ve ee eis 


Less: expenditure as per Schedule 1(a) .... 
Net equity acquired from appropriation .... 


Increase in working capital advance to the 
Canadian Commercial Corporation ............ 


Transfer of assets from other departments 
Bem LOWM ARONCIOS lo. dae umn 


Capitalization of machinery and equipment 
previously charged as tooling expense, net 


Reductions: 


Receipts from sales, etc., Schedule 1(b) ...... 


Transfer of surplus assets to Crown Assets 
Disposal Corporation: 200.23. ebook, 


Depreciation and other allowances on sales 
of buildings and equipment ..............0.0...0.. 


Transfer of assets to other departments and 
CROWN ARERCIOS |. Bee ooo silos ccouenuceeaee 


Decrease in fixed assets in custody of Cana- 
dian Arsenals Ltd., as shown by the 
balance sheet of the company at March 31, 
1960 


SEHR Ome m emer erro ees eee eer ese ese eeereeeseeeeeesseseseesseres 


Assets written off due to termination of 
contracts, dismantling, etc. ..............c.cc.eeeee 


Rehabilitation and other expenses on 
machines no longer on record with the 
Department . 05, es Bois ised acvavsecthcee 


Balance at March’3 1, 42960 @ "8. oe... aa 


58 


$17,602,407 


16,734,882 


$235,390,060 


867,525 


2,000,000 


1,526,220 


753,244 


3,179,433 


1,392,549 


1,057,397 


593,846 


350,706 


202,376 


112,662 - 


$240,537,049 


6,888,969 


$233,648,080 


Vote 


68 
and 
502 


69 


70 


fie 


and 
643 


Appendix G—Continued 


Statement of Expenditure 
for the year ended March 31, 1960 


Departmental administration 


ESE CARIES TO RR ARES AL OR 
Ve ORCS F101): cnibhdincaug hoe ias 
ET ER OTIS i saa cdeisiy deol coat» 


Office stationery, supplies and equip- 
Ma ade esr datas dodcrnslevi ties 


Telephones and telegrams .................... 
Professional and special services .......... 
POBLACE ot ie i nece ose: : udsa eh SOT. MURIN 
Freight, express and cartage ................ 


Purchase and production services by 
ROP ICO CCUCIES. lic. iro tareatranse cece 


Rental of office accommodation .......... 


Publication of departmental reports and 
mel oh 2 Cod | OO Ot 


Eg Pel UR LR OI ADs ROP RR RY VA 


Care, maintenance and custody of standby 


defence plants, buildings, machine tools 
and production: tooling 3 s.icdscc dos ics 


Capital assistance 


Capital account— 


Construction, improvements and ac- 
OQUISHIONGE TANG su ee 


Tit Or) ts ee 2) agian a ROA es UN Raat eC 
Income account— 

Equipment for Crown agencies ........ 

Establishment of production capacity 


Less: charges to capital account .......... 


Establishment of production capacity, 
BGP ee Nt eae Ca Seat a aon Dab wie all 


Grants to municipalities in lieu of taxes .... 


sp 


$ 6,453,539 


98,751 
234,544 


216,249 
162,040 
69,886 
54,574 
12,788 


4,564 
1,347 


i ee | 
11,398 


851,774 
43,738 


4,620 
843,531 


1,743,663 


S990 12 


Schedule 1 (a) 


$ 7,320,807 


343,267 


848,151 
105,020 


12 Establishment of qualified sources for 
and production of component parts and 
503 Mim ferials asia. livers ie ee aaa ee ee 
504 Sustainment of technological capability in 
Canadians ‘industiy sie 0) ee A ae. 
73 Defence Construction (1951) Limited— 
Administrationige? 3 ¢ pana fete on 
Canadian Arsenals Limited— 
74 Administration and operation .............. 
1 Construction and improvements .......... 
BQUIDMEGDL apache ine econ ermine 
Statutory 


Minister of Defence Production— 
SEAT yee eee UE MAY SUE OP PRN nye) ropes 


Refund of prior years’ proceeds from sale 
OL SUIDIMSSASSOTS ooo. cclees coc saceve. ce 


Total expenditure, per Schedule 1 ............ 


60 


296,097 
1. Sod 107 
3,051,307 


$ 2,000,000 


$ 239,045 
662,766 
901,811 
15,000 
2,000 
17,000 
315 
$16,734,882 


Appendix G—Continued 


Schedule 1 (b) 


Statement of Receipts 


for the year ended March 31, 1960 


Receipts on Income Account— 


Sales of surplus Crown assets ................0000006 $ 7,422,243 
PEP OO IT VCSLINCRES oe fo ee is eee as 4,256,460 
Rentals of buildings and equipment .............. 209.775 
Refund of previous years’ expenditure .......... 12,560 
PISCE ANC OUSH ered elo de heeebas eb esecceelbes 13.215 
pie $11,974,253 
Receipts on Capital Account, per Schedule 1— 
Sale of plant and equipment by the 
[GSR EY a 918 CT SU Cet ean PmneD AMEN ABE MENS cP I I oO 
Repayment of debentures: .....0c4.640.005. 228 21,166 
Recoveries of advances and accounts receiv- 
1g) RE Ti ee ee ere Me nN 40,966 
—___—_— 3,179,433 
$15,153,686 
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Appendix G—Concluded 


Schedule 2 


Summary of Transactions in Reserve Arising 
from Trading Operations, Revolving Fund 


for the year ended March 31, 1960 


Balance brought forward April 1, 1959 ow. $ 378,131 
Additions: 
Sales, less cost of materials sold— 
COTE: | Sales as ak ee Nar A ae er $ 591,846 
RIOU WOSLTOL Sale tt etre. cn arena: 509,738 
$$ 82,108 
Strategio-materialsieSales. oo.) ) oii le. 54,160 
Strategic materials, Cost of Sales ................ 54,160 
Shipbuilding components, Sales .................. 3.003.871 °° ee 
Shipbuilding components, Cost of Sales ...... 3,093,871 
Aircrafigemponents, Sales 060. 42 07 0.c un uaeaient 
Aircraft components, Cost of Sales ............ 42,079 
Ordnance, Munitions, etc., Sales ............... 4.767.859 Moe) eee 
Ordnance, Munitions, etc., Cost of Sales ..... 4,767,859 
460,239 
Reductions: 


Warehousing and other expenses—cloth 


DAlATICS ANG) WARES oo Ue a. a eee 113,499 

{2 | Aaah oa NCIC SAN is Dene MPa eI NUT a (bh A 719,978 

so) Bi 1.8 4 Coon yas RR EI URN HERRON LON, RTS 6,527 

200,004 

Warehousing expenses—strategic materials ........ 5,394 

Adjustment of receivables with concurrence of 

Départment: OF Jusdceoty 16,060 
—_—_——. 221,458 
Balance: atuMarch 38 POGOe a or a $ 238,781 


ie oan 


Bees th ec i 
hie VASE Due 


, - oy Vashi ised i J vee te 
ye FORA 
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my 
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ELEVENTH REPORT 


of the 
DEPARTMENT 
of 
DEFENCE 
PRODUCTION 
196] 


Honourable RAYMOND O’HURLEY, Minister 
D. A. GOLDEN, Deputy Minister 


55202-6—1 


. ROGER DUHAMEL, F.R.S.C. 
"QUEEN'S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1962 


Price: 35 cents Cat. No. P1-4/1961 


To His Excellency Major General Georges P. Vanier, DSO, MC, CD, 
Governor-General and Commander-in-Chief of Canada. 


Marcu 3, 1962 


May IT PLEASE YOouR EXCELLENCY: 


I have the honour to submit to Your Excellency the Report of the 
Department of Defence Production for the calendar year 1961. 


A summary of the operations and services rendered by this Depart- 
ment, under their respective headings, is laid before Your Excellency. 


Respectfully submitted, 


Minister of Defence Production. 
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Marcu 2, 1962 


The Honourable Raymond O’Hurley, P.C., M.P., 
Minister of Defence Production, 
Ottawa, Ontario. 


DEAR SIR: 


I have the honour to submit the Report of the Department of 
Defence Production, which covers the operations and services rendered 
during the calendar year 1961. 


Yours faithfully, 


Deputy Minister. 
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Introduction 


NDER the provisions of the Defence Production Act (R.S.C. 1952, Chapter 62, 
ct amended), the Department of Defence Production has exclusive authority 
to procure the goods and services required by the Department of National Defence 
and the responsibility to ensure that the necessary production capacity and 
materials are available to support the defence production programme. 


The Department also serves as procurement agent for the Canadian Com- 
mercial Corporation, a Crown company primarily responsible for the purchase 
in Canada of defence goods required by other governments and of supplies needed 
to meet Canadian commitments under the Colombo Plan and other international 
agreements. 


Military construction is the prime responsibility of Defence Construction 
(1951) Limited, a Crown company reporting to Parliament through the Minister 
of Defence Production. 


Three other Crown companies report to Parliament through the Minister of 
Defence Production. These are Canadian Arsenals Limited, Crown Assets Disposal 
Corporation and Polymer Corporation Limited. 


Production and Procurement 


HE supply of goods and services, including construction, for the Canadian 
f heapspons preparedness programme involved payments to prime contractors 
totalling $622.5 million in 1961. This was fractionally above the value in 1960 
and represents the first increase in such defence spending since 1953. The net 
value of commitments to business and industry, however, as measured in terms 
of new contracts and increasing amendments to existing contracts, less decreases 
and cancellations, was $528.8 million, one-third less than in the preceding year. 

Canadian defence contracts placed with prime contractors located outside the 
country represented 4.9 per cent of the total value of contracts issued during the 
year. This was a significant decrease from the 10.6 per cent placed abroad in 
1960. Although the largest value of the contracts placed abroad, $16.7 million, 
went to the United States, the value of that country’s prime contracts placed in 
Canada through Canadian Commercial Corporation amounted to $97.5 million. 
As in past Reports of the Department, these figures refer only to prime contracts 
and do not reflect the indirect effects of subcontracting or the purchases of 
components, materials or services by the prime contractors. 

Details of the production and procurement programmes, and reports on 
defence production and development sharing and on defence exports to overseas 
countries are given in the following pages. An account of the defence construction 
programme is contained in the Annual Report of Defence Construction (1951) 
Limited. 


Aireratt 


Aircraft and aircraft equipment requirements of the Department of National 
Defence resulted in expenditures to contractors of $222.5 million in 1961. This 
is a decrease of $44.3 million from the 1960 level. About 25 per cent of this 
was for repair and overhaul and 75 per cent was for development, procurement 
and production of aircraft and related systems. 

Deliveries of the CC-106 long-range transport aircraft were completed in 
1961. | 
Initial deliveries of the CF-104 Starfighter commenced during the year and 
the first two aircraft began a flight test programme at Palmdale, California. 
Subsequent aircraft produced began a flight test programme at the manufacturer’s 
plant during the fall of the year. Plans were laid to establish a facility in Canada 
to produce gyros for the CF-104 inertial platform, and it is now expected that 
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the inertial navigation system will be wholly produced in this country. Canadian 
sources of supply were also established for CF-104 equipment previously. purchased 
outside the country, such as pylons, tires, wheels, drag chutes, brakes, and 
instruments. Under an agreement between the Governments of Canada and the 
United States a number of F-104G aircraft, associated support equipment and 
initial spares are to be produced in Canada as a $200 million mutual aid pro- 
gramme. The United States is to pay three-quarters of the cost and Canada is 
to pay one-quarter. These aircraft will be delivered to certain NATO countries 
beginning in 1963, when production of the aircraft of this type ordered for the 
First Canadian Air Division in Europe is completed. 


Contracts and Expenditures for the Canadian Defence Aircraft Programme 


Expenditures 
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Preliminary discussions and negotiations for the production of a new jet 
trainer, the CT-114 (CL-41), were commenced late in 1961. 

Production of the Mk.1 Caribou aircraft continued during the year, and 
negotiations were started in connection with sales to the United States Army of 
additional quantities. Seventy-three of the Mk. 1 Caribou had been sold up to 
the end of 1961, and in January, 1962, an order for a further 53 was received 
from the United States. 

Twenty-four CH-112 (Hiller UH-12E) light observation helicopters and four 
Cessna L-19L aircraft were delivered during the year. The United States com- 
panies supplying the helicopters were placing subcontract work in Canada on a 
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reciprocal basis. Orders were placed for a small number of CH-113 (Vertol 
107-II) heavy helicopters, with deliveries scheduled for 1963. 

Moderate activity continued on aircraft engine production. Approximately 
100 J-79-7 turbo jet engines for the CF-104 aircraft were delivered during the 
year. Preparatory work was started on the production of J-79-11A engines for the 
F-104G mutual aid aircraft. Orders were placed for a small quantity of T-58 
turboshaft engines for use in search and rescue helicopters. 


The phasing out of older types of aircraft coupled with the introduction of 
new ones has once again caused a decline in work at Canadian repair and overhaul 
facilities. It is expected, however, that during 1962 a stabilizing effect will be 
felt within the repair and overhaul sector of the industry and conditions should 
remain fairly constant for some time. The introduction of more sophisticated 
aircraft and equipment will have an effect on the type of facility required. 

The Aircraft Branch experienced an increase in development and produc- 
tion sharing activity during 1961. Members of the Branch participated actively on 
various working groups with the United States and NATO, as well as assisting 
Canadian industry to participate in United States and other foreign defence 
markets. Significant foreign contracts were placed with the Canadian aircraft 
industry, with both prime contracts and subcontracts received by Canadian firms 
showing a marked increase. A few contractors were successful in obtaining foreign 
defence business in the repair and overhaul field. 

In the area of research and development, extensive development was done 
on the proposed Canadian manufacture of a photographic reconnaissance pod 
for external fitment to the CF-104 aircraft. Some other NATO countries have 
indicated an interest in this pod. Contracts were issued for an Earth orbital 
vehicle escape technique study for the United States Air Force, for development 
of the CL-91 high mobility tracked vehicle for the United States Army, and for 
development of the CL-89 surveillance and target acquisition system. 

Research and development programmes were also undertaken in co- 
operation with Canadian manufacturers. One was a study of the feasibility of the 
design of an all-weather anti-submarine hydrofoil craft and the other was the 
development and testing of a high lift wing system for a short take-off and landing 
(STOL) fighter aircraft. The PT-6 turboshaft engine passed an official 50-hour 
preliminary flight rating test and was being flown in two aircraft. Development 
continued on a 600 HP gas turbine engine for the United States as a possible 
replacement for diesel engines in some applications. 

Numerous engineering studies relating to future prime movers and lift 
engines were contracted for on behalf of the Defence Research Board, and 
preliminary planning commenced on the defence industrial applied research 
programme in the fields of aeronautics, prime movers and materials. 


$74 


Armament 


Requirements of the Department of National Defence for ammunition and 
weapons were reduced in 1961, with payments to contractors declining slightly 
to $22.3 million. In an attempt to offset the effect on industry of this reduction, 
a strong effort was made to locate and exploit opportunities for Canadian firms 
to participate in defence development and production programmes of the United 
States and other NATO countries. This resulted in a significant increase in the 
value of armament prime contracts and subcontracts placed in Canada by other 
countries. 


Contracts and Expenditures for the Canadian Defence Armament Programme 


Expenditures 
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Production for the Canadian Armed Services was completed on contracts 
for .30 calibre small arms ammunition, anti-submarine projectiles, pyrotechnic 
devices and naval gun weathershields. Among the major items under production 
were practice depth charges, 9mm, 20 pounder and 105mm howitzer ammunition, 
4”, 3”/50 calibre and 3”/70 calibre naval gun ammunition, torpedo warheads, 
spares for 3”/70 calibre naval guns, 7.62mm C1 automatic rifles and spares, 
9mm sub-machine guns, navigational aids, trainfire target devices, mortar base 
plates, various types of sights, anti-submarine devices, and high altitude rockets. 
Production of 105mm armour piercing ammunition, practice bombs and pyro- 
technic devices was initiated in 1961. Action towards procurement was taken on 
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two new anti-tank weapon systems for the Canadian Army and an improved 
design of acoustic homing torpedo for the Royal Canadian Navy and the Royal 
Canadian Air Force. It is expected that these will create increased procurement 
activity in the weapons systems field in 1962. 


In the field of research and development, a feasibility study was undertaken 
in connection with the launching of test rockets from aircraft to altitudes of 
100,000 feet and velocities up to ten times the speed of sound. The Black Brant 
development programme to meet United States requirements progressed satis- 
factorily and the Black Brant III is scheduled for flight testing in the Spring of 
1962. This project has resulted in a decision by a private company to plan the 
establishment of production facilities in Canada to manufacture solid rocket 
propellants, missile motors up to 30 inches in diameter and 30 feet in length, and 
other missile hardware. 


A quantity of nitroguanidine was purchased by the United States Government 
from the production facility located in this country. The maintenance of this 
nitroguanidine facility has been jointly financed by Canada and the United States. 


During the year the Branch participated actively in the defence production 
and development sharing programme. It is significant that at least half of the 
United States defence prime contracting and subcontracting in Canada under the 
guidance of the Armament Branch was in two new areas of participation: missile 
hardware and special purpose vehicles designed to meet United States military 
requirements. The Branch was also active in NATO working groups concerned 
with joint development programmes in the armament field and was active in 
encouraging procurement in Canada from Britain and other Commonwealth 
countries. 


Electronics 


Canadian defence requirements for electronic and communication equipment 
resulted in an expenditure of $123.8 million in 1961. This is a significant increase 
over the previous year and reflects the higher level of contracting in 1960. Pro- 
duction and development accounted for two-thirds of the 1961 expenditures, 
while operating and maintenance requirements accounted for the balance. In addi- 
tion to expenditures on Canadian defence requirements in this field, some $50 
million was spent in Canada for the electronic requirements of other governments. 


Production of aircraft electronic equipment continued to be a major sector 
of the electronics programme, particularly of those items required for the CF-104 
aircraft. Canadian production was underway on such items as the NASARR system 
of fire control and terrain avoidance, bomb toss computers, air data computers 
and sight optical display and computer equipment for the CF-104. Initial quantities 
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of some of these items were procured from United States sources to meet the line 
production requirements of the aircraft until Canadian output was achieved. 
Planning activities were begun to ensure an adequate supply of electronic items 
for the F-104G aircraft to be produced under a Canada-United States mutual 
aid programme. Requirements of other governments, particularly for doppler 
navigation equipment and position and homing indicators, contributed to the 
increased production in the field of aircraft electronic equipment. 

Production and installation was completed on the microwave air defence 
communication system (ADCOM) for the Royal Canadian Air Force. Installation 
of additional heavy radars and their data processing equipment for the general air 
defence network in Canada was continued. The CADIN/SAGE leased line com- 
munications programme was about two-thirds completed at the end of the year. 
Deliveries were maintained on an airfield traffic control system which will 
co-ordinate communication facilities for air traffic control at airfields of the Royal 
Canadian Air Force in Canada and abroad. 


Contracts and Expenditures for the Canadian Defence Electronics and 
Communication Equipment Programme 


Expenditures 
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In connection with the national survival programme, all major items of 
equipment for the Canadian Army’s main communications control centre, which 
will provide extensive telephone and telegraphic facilities on both line and radio 
links, were under contract. Contracting and production continued on equipment 
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for the ten provincial communication centres and the national survival attack 
warning system. A beginning was made on leasing communication facilities for this 
programme. 

Production of sonar and sonobuoys continued, while production of gyro 
compasses, logging equipment and plotting tables for the Royal Canadian Navy 
was completed. Plotting tables were also in production for the United States Navy. 
Variable depth sonars were manufactured for the Royal Navy and sonobuoys 
for the United States Navy. A contract was placed for an additional quantity of 
VT fuses. Work continued on a joint Canada-United States development pro- 
gramme for moored sonobuoys. 

In the field of radiac detection equipment, pen and locket type dosimeters 
for the personal detection of radiation were manufactured in Canada. Pre- 
production work was done on radiacmeters and chargers, and a radiac activity 
training kit was produced. 

There was a drop in production of radars for air defence systems, but design 
and production for countermeasure equipment, radomes and counter mortar radars 
was continued. Electronic counter countermeasure receiver groups were in pro- 
duction, but production of the anti-jamming consoles was awaiting the requirement 
for spares. These items are for use in the Pinetree Line ground radars. Production 
neared completion on an order for height finding radars and spares. Modification 
kits were being produced for two types of radars to enable them to perform an 
airport surveillance function as well as a ground controlled approach function. 
Contracts for electronic countermeasure devices and spares for radars were received 
from the United States Air Force. Requirements for data processing equipment 
also began to offset the decline in radar production. 

Production got underway on a quantity of fixed ground navigation beacons 
(TACAN) for use at airports in Canada occupied jointly by the Royal Canadian 
Air Force and the Department of Transport. Contracts were placed for the supply 
of mobile RAPCON’s to improve flying safety conditions at the fighter wings 
of the First Air Division in Europe. These RAPCON’s are complete mobile 
operations centres including all equipment necessary to control the landing of 
aircraft under conditions of poor visibility. 

; Production of training aid simulators continued. The tactical crew procedure 
trainer for the Argus aircraft and the operational flight trainer for the Yukon 
‘((CC-106) aircraft were delivered to the Royal Canadian Air Force. Production 
proceeded satisfactorily on the CF-104 operational flight and tactics trainer for 
the Royal Canadian Air Force and other NATO air forces. A models control 
trainer was completed and delivered to the Royal Canadian Navy. 

Maintenance, repair and overhaul, and contracts for leased lines increased 
significantly during the year as a result of progress on the air defence networks 
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and the taking over by the Royal Canadian Air Force of some of the United States 
Air Force Pinetree Line sites. Operation and maintenance of the Mid-Canada Line 
was continued. Production of component spares for Canadian requirements was 
reinforced by some production for the United States. The accumulation of neces- 
sary engineering and technical knowledge was begun by a Canadian company in 
connection with a new repair and overhaul programme on the fire control system 
in the CF-101 Voodoo aircraft. 


In order to maintain a satisfactory level of Canadian content in equipment 
production for both Canadian and external requirements, the Department’s 
programme in support of the establishment of qualified sources for component 
parts and materials was continued. Support was given to provide qualified sources 
for such components as military transformers, hydrophones, microwave components 
for the NASARR system and various sizes of synchros. Industrial initiative in the 
selection of suitable areas for such support has increased. 


With a view to ensuring future production for external requirements, there 
was continuing activity in support of Canadian industry proposals for the develop- 
ment of new equipment in advance of the formulation of defence requirements. 
Financial assistance was given for development of such items as a search and 
rescue beacon, a K-band doppler navigator, the transistorization of doppler equip- 
ment for vertical and short take-off and landing application, anti-submarine data 
processing equipment, and an extended life sonobuoy that can be dropped from 
aircraft. Consideration was being given to other such proposals from Canadian 
industry. 

A joint Canada-United States financed programme for development in this 
country of an infrared acquisition unit for the Mauler system was approved and a 
contract awarded to the Canadian contractor. The Mauler is the United States 
Army’s newest forward area air defence missile system under development, 
designed to destroy supersonic enemy aircraft, short range ballistic missiles and 
rockets in the battlefield area. 

Planning with the Defence Research Board was begun to provide support for 
some projects under the new defence industrial applied research programme. 


Shipbuilding 

The shipbuilding programme in 1961 included work on six destroyer escorts, 
a tanker-supply vessel, a hydrographic survey vessel, eight auxiliary vessels, numer- 
ous small boats, and related design, planning and procurement activity. 

Work continued satisfactorily on all six destroyer escorts in the repeat- 
Restigouche programme. The last two vessels are an improved version of the 
first four, the major changes being modifications to include a helicopter flight deck 
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with hangar and the fitting of variable depth sonar equipment. All important 
contracts were placed for the supply of the necessary components for this 
programme. 

Work on the tanker-supply vessel for the Royal Canadian Navy progressed 
on schedule. Hull construction and component production proceeded satisfactorily. 

A standard diving vessel, a tank cleaning barge and five stevedoring barges 
were all completed and accepted by the Royal Canadian Navy in 1961. A contract 
was placed for an additional tank cleaning barge as a result of competitive tenders. 

Construction continued on a hydrographic and oceanographic survey vessel 
for the Department of Mines and Technical Surveys. Specifications for two more 
hydrographic survey vessels were received and contracting will be undertaken. 


Contracts and Expenditures for the Canadian Defence Ships Programme 


Contracts Placed 
(Net) 


Expenditures 
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Drawings and design documents necessary to invite tenders for construction 
of a Pacific Naval Laboratories research vessel were completed. Drawings for the 
modernization programme of the St. Laurent class destroyer escorts will be 
completed early in 1962. Procurement of equipment for this modernization pro- 
gramme is proceeding. 

Maintenance of the Fleet involved fifty-four contracts for ship repairs and 
refits during 1961 at an approximate value of $7.7 million. These contracts were 
widely distributed. 
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The majority of contracts for new construction were on a competitive firm 
price basis. In connection with major repairs and refits, target incentive type 
contracts were successfully introduced. The general pattern in contracts in both 
shipbuilding and ship repairing was of a type to encourage cost reductions. 

The Naval Shipbuilding Central Procurement Agency continued its operation 
under the supervision of this Department. This agency is responsible for the bulk 
purchase, distribution and accounting associated with the supply of much of the 
equipment and material required to be worked into vessels of the repeat- 
Restigouche class. 

Negotiations were concluded for the establishment in Canada of production 
facilities for the manufacture of noise reducing five-bladed propellers for naval 
ships. 

The Branch continued to be active in the Canada-United States production and 
development sharing programme. There was an increase in the prime contracts 
placed with Canadian manufacturers for such items as motor generators, valves, 
shafting, propellers and repairs to small vessels. 


Machine Tools and Gauges 


Machine tools and allied equipment valued at $555,000 were purchased in 
1961, of which 87 per cent was required by the Department of National Defence 
to meet the current requirements of the Armed Forces, and the remainder was 
purchased for Canadian Arsenals Limited and Canadian Commercial Corporation. 

The care, maintenance and custody of standby Crown owned defence assets 
involved the issuance of contracts amounting to $212,710. These contracts covered 
the cost of maintaining various facilities in standby condition or in storage, as 
well as the cost of transportation and the repair and overhaul of a number of 
machine tools. Capital assets and production tooling for the MS1A5 fuse and 
2.75” rocket programmes were transferred to storage. All operations at the Malton 
and Nobel, Ont., high altitude test facilities were closed down, and a large quantity 
of capital equipment, test equipment and surplus stores from Nobel was transferred 
to the National Research Council at Ottawa, Ont. This equipment will be used for 
further experimental work by the National Research Council and will offset the 
need to purchase similar material and equipment. 

Gauges valued at $78,000 were purchased for the Inspection Services of the 
Department of National Defence. 

The inspection and technical personnel of the Machine Tool Branch continued 
to be called upon by other branches of the Department for plant surveys, time 
study reports and other technical assistance involving machine tools and general 
production capabilities. 


19 


55202-6—4 


In connection with the defence production and development sharing pro- 
gramme, Canadian machine tool manufacturers began taking an active interest in 
soliciting United States defence business. Machine tool firms tendered on various 
types of grinding machines, lathes, special gun drilling machines, tool and cutter 
grinders, and machines built to special specifications. 


General Purchasing 


The General Purchasing Branch issued 143,400 contractual documents during 
1961 for a wide range of goods and services that are normally available from the 
domestic market. The value of these contracts amounted to $181.4 million. 

The headquarters organization of the Branch placed major contracts for 
medical and dental stores, lamps, photographic equipment and supplies, canned 
and preserved foods, paper products, packaging materials, building supplies and 
hardware, furniture and furnishings, and appliances, as well as other barrack, camp 
and hospital stores. Also purchased centrally through headquarters were petroleum 
products and solid fuels, clothing and footwear, electrical power generating control 
and distribution equipment, aircraft ground handling equipment, and all types 
of mechanical transport, construction and road maintenance equipment. Services 
such as repair and overhaul, engineering studies, food catering, aerial surveys, and 
certain research and development projects were contracted for by the headquarters 
organization. 

Canadian markets were thoroughly explored in order to promote the maximum 
participation by Canadian industry in the manufacture of ground handling equip- 
ment for the CF-104 aircraft. Significant orders were placed with firms in this 
country for noise suppressors, engine trailers, munition trailers, test equipment, 
maintenance tools, and combined ground services equipment. Research projects 
undertaken during the year included an investigation into the use of lignin as a 
rubber reinforcing agent, a study of the combustion characteristics of liquid 
hydrogen, and the design and development of a high acuity film processing machine 
for the United States Air Force. Repair and overhaul contracts were awarded for 
such items as ground handling equipment for aircraft, aerial cameras, air-sea rescue 
material, fire fighting equipment, parachutes and mechanical transport. Emergency 
health and welfare supplies and certain Canadian Army requirements in support 
of the national survival programme were purchased by headquarters. These included 
packboards, litters, rope, jacks, pumps, derrick kits, pharmaceuticals, drugs, ration 
packs, electric warning sirens, detection and fire fighting apparatus, rescue equip- 
ment, ladders, shovels, personal protective respiratory apparatus, special filters for 
installation in military vehicles, and electrical power generating equipment. 

A Canadian company was awarded the contract for the initial supply and 
installation of dual fuel gas turbine generating sets and waste heat boilers at 
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five radar sites. This equipment will supply electrical power requirements and 
provide heat for various buildings at these locations. A product improvement pro- 
gramme was undertaken on the “Bobcat” family of light tracked vehicles, and when 
this phase is completed 20 preproduction pilot vehicles will be manufactured. 
Initial action was taken to procure textiles and components required to manu- 
facture the various items of apparel comprising the new Army combat uniform. 
Field boots, produced by the direct moulded sole process, were ordered in Can- 
ada for the first time. 


A number of substantial purchases were made on behalf of the Colombo 
Plan for delivery to Pakistan, Ceylon, Indonesia, Vietnam, India and Malaya. 
These included flour, wood pulp, newsprint, chemical fertilizer, dump trucks, steel 
towers, electric cables, vertical water wheel generators, turbines, circuit breakers, 
transformers and insulators. 


The fourteen district offices of the Branch arranged contracts with regional 
suppliers across Canada for fresh food, stores and services required for immediate 
use by military establishments in the areas concerned. This decentralized pro- 
curement activity involved a total of 127,700 contractual documents valued at 
$59.4 million. The national survival programme increased the procurement tempo 
throughout the district offices as well as at headquarters. All such requirements 
were given precedence and the normal procurement period was greatly reduced. 
The district purchasing agents processed in record time a diversified range of 
demands covering building materials, extensions to the warning siren system and 
construction of fallout reporting posts. District purchasing agents attended a 
conference at headquarters during April for the purpose of exchanging views and 
developing improved purchasing methods and procedures. 


Contracts and Expenditures 


Defence procurement and construction contracts issued in 1961 by the 
Department of Defence Production and its associated Crown company, Defence 
Construction (1951) Limited, for the Department of National Defence had a net 
value of $528.8 million. (The net value of contracts is made up of the value 
of new contracts issued as well as amendments that increased or decreased existing 
contracts.) Expenditures against these Canadian defence contracts amounted to 
$622.5 million in 1961, thus reducing by $94 million the outstanding value of 
defence business held by prime defence contractors. 

In addition to these Canadian defence commitments, contracts valued at 
$172.6 million were placed against this Department’s Votes for assistance to 
defence industry and its Revolving Fund, for other Canadian Government depart- 
ments and agencies, and for foreign governments. 
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The net total of all contracts issued by this Department and Defence Con- 
struction (1951) Limited in 1961, therefore, was $701.4 million. This was 23.3 
per cent less than the comparable total of $914.0 million in 1960. The net value 
of contracts according to the various sources for which they were issued is as 


follows: 
Per cent 
Net Value of Total Value 
Department of National Defence .............. $528,773,000 TS4 
Department of Defence Production 
(DDP Votes and Revolving Fund) 56,562,000 8.1 
Foreign Governments: 
United ‘States? fee aera ah! ee AEN 97,544,000 13.9 
Britain) .ccaehawiy... Seeratus-ce vines vbnetiee: 2,053,000 3 
Other Governments. .............6....c.c00s0000 1,006,000 mh 
Canadian sources other than DND and 
DDP: 
Colombe Plan ss) pie! hacked. F 9,855,000 1.4 
Other Canadian sources .................... 5,588,000 8 
EOD AES TPE ee. Pe $701,381,000 100.0 


Contracting for DND—The $528.8 million in Canadian defence contracts 
placed in 1961 was 34.3 per cent below the value in 1960. The aircraft programme 
accounted for the major part of this decrease, falling from $363.2 million in 
1960 to $113.2 million in 1961. The 1960 value was particularly high, however, 
because of large-valued contracts placed in connection with Canadian production 
of CF-104 aircraft. The main new programme in 1961 was for the purchase of 
helicopters. Increasing commitments were made for CC-106 long-range transport 
aircraft and for spares and accessories in connection with the CF-104 programme. 
Repair and overhaul contracts continued in large volume. 

Contracts having a net value of $122.6 million were placed for the electronics 
and communication equipment programme in 1961. This was a decrease of 8.3 
per cent from 1960. Increased commitments were made in 1961 for electronic 
equipment associated with the CF-104 programme, particularly the NASARR 
system of fire control and terrain avoidance. New contracts were issued for 
navigation beacons, anti-submarine data processing equipment, sonobuoy trans- 
mitters and operational maintenance of the Mid-Canada Line. 


Shipbuilding and repairing contracts also declined significantly in 1961, 
dropping to $26.6 million from $84.7 million in 1960. The large 1960 figure 
included contracts for four destroyer escorts and a tanker-supply vessel. In 1961, 
the largest contracts in the ships programme were for the operation of the Naval 
Central Procurement Agency and for completion of the structure and outfitting 
of a destroyer escort. 
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Expenditures on Canadian defence procurement and construction amounted 
to $622.5 million in 1961, 0.3 per cent more than in 1960. Expenditures for 
electronics and communication equipment increased $36 million to $123.8 million, 
and those for the ships programme increased $14.8 million to just under $46 
million. Expenditures on the aircraft programme, however, fell off by $44.3 million 
to a level of $222.5 million in 1961. 


Contracts placed outside Canada in 1961 amounted to $26.1 million, or 4.9 
per cent of the total net value of prime contracts issued. This compares with 
$85.3 million, representing 10.6 per cent of the total in 1960, when large contracts 
associated with the CF-104 programme were placed abroad. The United States 
received 3.2 per cent of the total contracts placed in 1961, Britain received 0.9 
per cent and other countries 0.8 per cent. The value of payments made directly 
to prime defence contractors outside Canada was $65.3 million, 10.5 per cent of 
total payments on defence procurement and construction in 1961. Contractors in 
the United States received 8.3 per cent of total payments, those in Britain 
received 1.5 per cent, and those in other countries 0.7 per cent. In the previous 
year, direct payments to prime contractors outside Canada amounted to $70.3 
million, or 11.3 per cent of the total. 

The United States received Canadian prime defence contracts valued at 
$16.7 million in 1961. This was a substantial decrease from the $70.4 million 
recorded in 1960. The major new commitments in the United States were for 
helicopters, navigation beacons, anti-submarine data processing equipment, and 
increases in contracts for the CF-104 programme. Payments to prime contractors 
in the United States amounted to $51.8 million in 1961, as against $58.7 million 
in the previous year. 

Contracts placed in Britain were valued at $5.0 million in 1961, down from 
$11.7 million in 1960. The major new defence commitments in Britain were for 
ammunition components and 105mm shells. Payments to British prime contractors 
amounted to $9.1 million in 1961, an increase of 5.8 per cent over 1960. 


Contracting against DDP Votes and the Revolving Fund—During 1961, the 
Department placed $16.0 million in contracts against certain Defence Production 
Votes that can be described as assisting Canadian defence industry. This was 
three and one-half times the value in 1960, when such contracts amounted to 
$4.5 million. The major area of assistance in 1961, which involved contracts 
totalling $13.8 million, was to sustain research and development capability in 
Canadian industry related to the needs of the Canada-United States development 
and production sharing programme. More details of this and other areas of 
departmental assistance to Canadian defence industry are contained in the 
Industry and Defence and the Defence Production and Development Sharing 
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sections of the Report. Expenditures on these areas of assistance to industry 
amounted to $7.5 million in 1961, compared with $5.0 million in the preceding 
year. 

Revolving Fund contracts amounted to $40.6 million in 1961, primarily to 
finance the production of five “swing-tail” CC-106 aircraft and to make funds 
available for initial production in connection with the Canada-United States 
F-104G mutual aid programme. Revolving Fund contracts amounted to $1.3 
million in 1960. 


Contracting for all other sources—Contracts placed for all sources other than 
the Departments of National Defence and Defence Production totalled $116.0 
million in 1961, an increase of 12.8 per cent over the $102.8 million in 1960. 
Of the amount recorded for 1961, $97.5 million was placed for the United States 
Government, representing a 29.3 per cent increase over the previous year’s total of 
$75.4 million. The major new contracts or increasing commitments by the United 
States in 1961 were for aircraft engine spares, Caribou aircraft, 7.62mm cartridges, 
plotting tables, field magneto telephones, doppler navigation equipment, division 
components for area type communication system, installation of underwater cable 
system, depot level maintenance of certain Pinetree radar stations, transportation 
services for DEW Line re-supply, aircraft fuel and other petroleum products, nitro- 
guanidine, full tracked carriers and development of a small gas turbine engine. 
Payments by the United States Government against these contracts amounted to 
$92.2 million during 1961, an increase of 7.8 per cent over the value of $85.5 
million in 1960. 

Contracts placed by the Department for the British Government totalled $2.1 
million in 1961, of which the largest amount was for the purchase of variable depth 
sonar. Contracts issued for other foreign governments amounted to just over $1 
million. 

Contracting for other Canadian Government departments and agencies totalled 
$15.4 million in 1961. Colombo Plan requirements accounted for $9.9 million of 
this. A large increasing commitment was made in connection with the construction 
of a hydrographic and oceanographic survey vessel for the Department of Mines 
and Technical Surveys. 
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Defence Production and 
Development Sharing 


ONTINUED stimulation by both Canadian and United States Governments during 
C 1961 resulted in a 25 per cent increase, to a total of $142.6 million, in the 
value of United States defence production and development sharing prime contracts 
and subcontracts received in Canada. The steady growth of United States defence 
sharing business in Canada during the past three years indicates that this programme 
has become an important part of Canada-United States joint defence and defence 
production arrangements. 


Regular monitoring and direction of the programme was provided by a 
Committee of senior officials of both governments. This Committee included 
representatives from the Canadian Departments of Defence Production, National 
Defence, External Affairs and Finance, as well as from the United States Depart- 
ments of Defense, Army, Navy and Air Force. 

Co-ordination of development sharing projects supported by the Department’s 
development fund was provided by an Inter-departmental Committee made up of 
representatives from the Departments of Defence Production and National Defence 
and Treasury Board staff. 


The Department’s Production Sharing Co-ordinating Office maintained close 
haison with other Canadian Government departments and with appropriate 
authorities in the United States. The production branches of the Department 
began to introduce a greater amount of production sharing work into regular line 
operations with a view to improving liaison with industry. Liaison officers 
stationed at major United States centres and the Department’s Washingon Office 
were also actively concerned with the programme. Close liaison was continued 
with the Department of Trade and Commerce to ensure that opportunities provided 
by trade commissioners and trade shows in the United States were exploited. 

During the year a continuing effort was made to refine procedural arrange- 
ments, such as those involved in United States duty regulations, security matters, 
and obtaining specifications. The Buy America Act was further liberalized in 
relation to Canadian supplies, and the source listing of Canadian firms with United 
States agencies was closely reviewed. 


The provision of information on the programme to prime contractors and 
subcontractors, as well as to government procurement officers, was emphasized by 
both governments. A new edition of the Canadian Commodities Index, listing over 
500 Canadian companies actively interested in defence production sharing, was 
issued during the year primarily for use within the United States. A steady demand 
continued for the handbook, “Canada-United States Defence Production Sharing’, 
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issued in 1960, over 15,000 copies of which had been distributed to the end of 
1961. Similar publications concerned with research and development were being 
prepared for distribution in 1962. 

The United States Services issued further directives and instructions through- 
out the Services which placed Canadian industry on more equal terms with 
United States industry in defence contracting and subcontracting. 


Working groups designed to provide closer liaison between this Department 
and the United States Air Force were established during the year, and the United 
States Navy named specific officers to act as contact points on production sharing in 
appropriate Bureaux. These arrangements are expected to prove beneficial in 
facilitating the early participation of Canadian industry in United States defence 
development and production requirements. 


In some special cases where American contractors have been able to write 
off their preproduction and tooling costs under previous contracts, the Depart- 
ment provided financial assistance to Canadian firms bidding on United States 
contracts by absorbing part of their preproduction and tooling costs. Payments 
amounting to $678,000 were made to Canadian firms in 1961 for this type of 
assistance. New contractual commitments totalled $1,370,000, of which the larger 
amounts involved assistance for counter-mortar radar, 7.62mm cartridges, an 
electronic counter countermeasure device and circuit boards. 


Assistance was also given to Canadian industry towards research and develop- 
ment projects of interest to the United States Services. Contracts amounting to 
$13,844,000 were made in 1961 for this type of assistance, with expenditures 
totalling $4,636,000. The major new commitments were in connection with the 
Caribou Mk.2 aircraft, the PT-6 turboshaft and turboprop engines, a 600 HP gas 
turbine engine, airborne doppler radar and the CL-91 high mobility light utility 
carrier. 

All of these efforts resulted in significant increases in bid solicitation and 
submissions in the prime contract area. Solicitations rose from 2,693 in 1960 to 
5,786 in 1961, and submissions rose from 957 to 1,799. Contracts placed by the 
United States Government with Canadian Commercial Corporation rose from 446 
to 830 and were valued at $70.4 million. In the subcontract area, solicitations fell 
from 2,719 in 1960 to 2,524 in 1961, and responses fell from 2,120 to 1,986. 
Subcontracts received by Canadian firms, however, rose from 882 to 1,111, valued 
at $69.1 million. Other prime contracts received directly from the United States 
Government by industry and universities in Canada totalled $3.1 million. 
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Canadian Co-operation in NATO on Research, 
Development and Production 


HE Department continued to co-ordinate Canada’s activities in connection with 
LE research, development and production programme of the North Atlantic 
Treaty Organization. This programme endeavours to attain maximum efficiency 
in standardization and production of military requirements by member countries. 
The Department provided the Canadian representative on the NATO Armaments 
Committee, which administers the programme to achieve this aim. 

Some projects, such as those involving aircraft, have made fairly rapid 
progress. The Canadian aircraft industry, along with those from other member 
countries, have submitted feasibility and design studies for medium range transport 
and strike reconnaissance aircraft in the vertical and short take-off and landing 
(V/STOL) class, from which those for common production and use by NATO 
countries will be selected. 

Close liaison was maintained between this Department and the Department 
of National Defence and other Government agencies concerned with this pro- 
gramme. Canada has submitted for consideration by the NATO groups a number 
of projects in the fields of V/STOL aircraft, mobile radar, vehicle navigation 
equipment, sonar equipment, personnel carriers, anti-tank weapons, anti-personnel 
land mines, air-borne navigation aids, aircraft engines, and telephone terminal 
equipment. 

This Department, the Department of National Defence and the National 
Research Council provided representation at meetings to review most of the 
projects and provided necessary information on the Canadian proposals. In addi- 
tion, representation was provided at meetings of existing groups of experts by 
various Government agencies. 


Defence Exports to Overseas Countries 

Arising out of the increased activities within NATO, several countries have 
expressed directly their interest in Canadian defence equipment. Canadian industry 
was encouraged to participate in supplying the defence needs of European and other 
countries in such areas as aircraft, navigation aids and engine spares. To assist in 
this activity, an officer of the Department was posted to the Canadian Embassy 
in Paris. 

Arrangements were made so that Canadian industry could obtain assistance 
from the Department in seeking opportunities to develop and produce defence 
equipments for other countries. 

During 1961, Canadian firms reported that they had received $42.0 million 
worth of prime contracts and subcontracts from NATO and other countries 
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(excluding the United States). Prime contracts accounted for $24.9 million, of 
which the major items were Otter and Caribou aircraft for Ghana, flight simulators 
for a number of NATO countries that have adopted the F-104G aircraft, 
and engine spares and power flight controls for the Federal Republic of Germany. 
Subcontracts placed in Canada by overseas countries amounted to $17.1 million, 
the largest being for position and homing indicators for the Federal Republic of 


Germany. 
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Industry and Defence 


oops and services provided by contractors in Canada for the Canadian defence 
nr programme represented one and one-half per cent of this 
country’s gross national product in 1961. This was approximately the same pro- 
portion as in the preceding year. Although the amount of goods and services 
provided, as measured by defence procurement and construction payments to 
Canadian contractors, increased by a small amount in 1961, its proportion to gross 
national product remained stable because of the further overall growth in the 
Canadian economy during the year. 


Defence requirements represent an important source of activity for only a 
few industries in Canada. The aircraft industry is the largest of the Canadian 
industries primarily dependent on defence business. Production and employment 
in this industry were slightly higher in 1961 than in the preceding year. Employ- 
ment in the shipbuilding industry was higher in the latter half of the year than 
in the same half of 1960. Increased shipyard activity on the six destroyer escorts 
contributed to this strengthening in the shipbuilding industry. Greater production 
of defence electronic equipment accounted for some of the steady rise in activity 
and employment in the electronics industry during the year. The armament industry 
felt the effect of decreased military requirements, and the Department endeavoured 
to place its contracts for armament equipment so as to sustain economic opera- 
tions in key plants. Defence construction activity was up slightly over the preceding 
year. 


The Department remained active in maintaining an adequate defence pro- 
duction base in Canada. An important factor in this area was the defence 
production and development sharing programme, with its emphasis on providing 
a greater degree of joint utilization of the defence production capabilities in Canada 
and the need for Canadian industry to maintain a high standard of engineering 
and technical competence for development purposes. Added to this was an increased 
emphasis on selling Canadian-produced military items to other countries. The 
assistance given to Canadian industry and the success achieved through these 
endeavours in 1961 are covered in other sections of this Report. 


The Department increased its programme of establishing sources in Canada 
for component parts and materials essential to the production of modern military 
equipment. The object of this is to establish qualified sources of supply sufficiently 
in advance of requests from the Department of National Defence in order to 
ensure the maximum participation of Canadian firms in defence procurement, 
particularly in the electronics field. Because of the urgent nature of many military 
requirements, this advance qualification will make Canadian producers less 
dependent on foreign sources of supply. A further aim is to prove the capability of 
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producing a requirement at a competitive price as well as to required performance 
standards, thus enabling Canadian sources to meet both United States and Canadian 
demand. Almost $500,000 was spent on this programme in 1961, and new com- 
mitments amounting to $360,000 were made to establish qualified sources for the 
production of diffused silicon mesa transistors, metal-oxide-film resistors, 
thermionic switch tubes and microwave components, and to provide a hydrophone 
test facility. 

A defence industrial applied research programme was established in 1961 to 
promote and strengthen the research capability of Canadian defence industry. 
Responsibility for the management of this new programme was assigned to the 
Defence Research Board. The Department of Defence Production is responsible for 
contracting under the programme and is directly interested in the selection of 
contractors and the establishment of appropriate contractual terms and conditions. 
The Department has co-operated with the Defence Research Board in selecting 
research objectives for this programme, and has advanced a number of proposals 
for consideration. 

The Department continued to encourage private industry to invest in the 
capital equipment required for defence production, so that defence production 
capacity would be tied in directly with the general structure of Canadian industry. 
In a few cases, however, direct Government investment and financial incentives 
were necessary to ensure the capacity essential to defence requirements. 


Government financed capital assistance to private industry involved the 
expenditure of $915,000 in 1961, most of which was for the extension of a 
runway at the Cartierville, Que., airport and for assets required in the production 
of dosimeters and electronic equipment components. New approvals of capital 
assistance projects, amounting to $206,000, involved assets for the production of 
electronic components and 155mm shot, and to equip a Central Electronics 
Components Inspection Laboratory. This Laboratory, located with Inspection 
Services of the Department of National Defence, is to provide certain defence 
manufacturers with a facility where they can have component parts tested at a 
nominal cost until they can establish their own testing capabilities. Title to all 
capital assistance assets remains with the Crown, and the contractor responsible 
for their use is held accountable for their proper maintenance. 


Additional capital cost allowance for income tax purposes (accelerated 
depreciation) was granted to some contractors on their capital investment in defence 
production or production supporting assets. Interim certificates for accelerated 
depreciation were granted on an estimated $1.6 million worth of capital assets in 
1961. These assets were mainly required for the production of the CF-104 aircraft 
and for the production of airframe and aircraft engine components. 
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Rentals were paid by the custodian contractors where Crown owned assets 
were used for non-defence. work. This enabled defence production equipment 
to be further integrated into the civilian sector of the Canadian economy. 
In.all cases, the interest of the Crown in the future use of these assets for defence 
production purposes was protected and the rentals charged were such as to ensure 
a fair return to the Crown on the assets concerned. 

Where it was not possible to keep necessary production facilities operating 
for either defence or civilian requirements, certain Crown assets were maintained 
to meet possible future requirements. In 1961, $807,000 was spent on the care, 
maintenance and custody of such standby Crown owned defence production 
facilities and equipment. 


Materials Supply 


While the supply of Canadian prime metals and semi-fabricated materials 
was sufficient to meet Canadian defence, atomic energy and production sharing 
programmes, departmental assistance was constantly required to obtain satis- 
factory deliveries of components to keep programmes on schedule. The supply of 
certain other types of metallic and non-metallic materials being used in Canada’s 
defence and related programmes was dependent on allocations under the United 
States Defense Materials System. New production from the expansion of existing 
plant facilities and the construction of new mills in the Canadian prime metal and 
basic materials fields continued to decrease this country’s dependence on foreign 
sources for these materials. — 

Increasing demands to meet Canadian defence and atomic energy require- 
ments for helium again depended upon supply from the United States. New gas 
fields in the Middle East that have recently been brought into production indicate 
a new source of supply to meet the demands of continental Europe. 

Production of primary aluminum was reduced during the year due to decreased 
domestic and foreign demand. Canadian facilities producing mill forms, however, 
were kept at near capacity and departmental intervention was required to expedite 
urgent defence requirements. Lack of demand for forgings resulted in the closing 
down of a major proportion of a forging plant at Kingston, Ont. Production of 
primary copper and its many mill forms was adequate to meet world demand and 
no undue difficulties were encountered to meet defence requirements. The sole 
producer of magnesium in Canada increased its production capacity by 25 per cent 
during the year. 

In view of information released by the International Tin Council that tin 
would be in short supply during the year, sales of tin were made from the Depart- 
ment’s stockpile, which assisted in maintaining a continuing supply to Canadian 
consumers. The sales were handled for the Department by a private broker. Sales 
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were made at going market prices and at a rate that would not disrupt the normal 
market. This disposal action was taken with the approval of the major producing 
and consuming countries and on the understanding that sales would be made in a 
manner that would cause the least disruption to the economies of the producing 
countries. 

An increasing number of Canadian defence and atomic energy contractors 
have found it advisable to take full advantage of United States priorities, allocations 
and special assistance provided to Canadian contractors under the United States 
Defense Production Act. They have, in general, obtained very satisfactory results 
even when competing for conventional type war support items against an accelerated 
United States defence programme. ! 

Canada’s major defence programmes were again included in the United 
States Master Urgency List, thus ensuring an equitable supply of strategic and 
critical materials to meet production schedules. 
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Emergency Supply Planning 


URING 1961, the Emergency Supply Planning Branch made significant progress 
De: the preparations necessary to bring a War Supplies Agency into effective 
existence immediately on the outbreak of nuclear war, should one occur. This 
Agency would assume full control over all aspects of the production, distribution 
and pricing of supplies for both civil and military purposes, except certain aspects 
of the agricultural and fishing industries. 


An interim organizational structure for the War Supplies Agency, designed 
to meet anticipated supply requirements during the first few weeks after nuclear 
attack, was developed and approved. Within the overall organization of the War 
Supplies Agency, there are national, regional, zonal and local components in 
conformity with the system of emergency government being developed by the 
Emergency Measures Organization. The staffing of the national component of the 
War Supplies Agency was completed by the selection, on a standby basis, of 
suitably qualified persons from various Government departments and agencies in 
Ottawa. The staffing of the ten regional components, also on a standby basis, 
neared completion, and arrangements were underway with the various provincial 
governments to draw on their personnel resources for this purpose, as well as on 
business and industry and the field staffs of various federal departments and 
agencies. A beginning was made on the organization of shadow zonal and local 
components of the War Supplies Agency. 


To provide a basis on which the War Supplies Agency could make a post- 
attack assessment of surviving supply resources, the Emergency Supply Planning 
Branch initiated a research programme designed to produce in readily useable form 
comprehensive inventory data on major stocks of essential commodities and related 
production facilities normally available in this country. This long-term research 
programme has achieved some substantial results with respect to the collection and 
processing of data on stocks of food and petroleum products. Also, methods have 
been developed in co-operation with the Canadian Army and the Emergency 
Measures Organization for evaluating surviving resources after attack. 


Various regulations and orders likely to be required by the War Supplies 
Agency in exercising effective control of supplies under conditions of nuclear war 
have been prepared in draft form. Considerable work was done on the development 
of an industrial preparedness programme. 


The national and regional components of the War Supplies Agency took part 
in both of the TOCSIN exercises held during the year. In addition, a three-day 
conference of senior federal and provincial government officials occupying key 
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positions in each of the regional components of the War Supplies Agency was 
held early in December. 

At the end of the year, the Branch had a regional officer in each province 
except Prince Edward Island and Newfoundland. A competition was in progress 
for the selection of a regional officer in Newfoundland. 
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Organization and Administration 


HE basic organization of the Department remained unchanged during 1961. 
d ha on strength increased from 1,513 at the end of 1960 to 1,538 at the 
end of 1961. Of the latter number, 1,212 were located in Ottawa, 238 were 
employed in offices elsewhere in Canada, and 88 were employed outside the 
country. Recruitment of field staff for the Emergency Supply Planning Branch 
accounted for most of the increase in staff during 1961. An increase also occurred 
in the staff of the Armament Branch, which was successful in obtaining qualified 
technical personnel. 

Seventy-seven competitions were held to fill positions in the Department. 
There were 173 new appointments, 148 terminations, and 157 inter-branch trans- 
fers during the year. 

An organization chart of the Department as at December 31, 1961, appears 
as Appendix A to this Report. The senior personnel at that date are listed in 
Appendix B, and the distribution of staff by units of the Department is shown 
in Appendix C. 

Five Crown Corporations, whose work is closely allied with that of the 
Department, reported to Parliament through the Minister of Defence Production. 
A list of these companies and their principal officers is given in Appendix D. 
An account of the activities of these Crown agencies is contained in their respec- 
tive Annual Reports. 


Production and Purchasing Branches in Canada 


The procurement of defence supplies requiring specialized production facilities 
remained the function of five production branches: Aircraft, Armament, Elec- 
tronics, Machine Tool, and Shipbuilding. The General Purchasing Branch continued 
to be responsible for the supplies and services not normally requiring special 
production facilities. District purchasing offices in fourteen cities across Canada 
procured the supplies and services of a local or urgent nature required by defence 
establishments in the vicinity of the offices. The activities of these production and 
purchasing branches, including the district purchasing offices, are covered in the 
Production and Procurement section of this Report. A list of the district purchasing 
offices in Canada is contained in Appendix E. 


Offices Located Outside Canada 

The London (England) Office conducted all procurement activity of the 
Department in Britain and directed the activities of two sub-offices which handled 
procurement in continental Europe, and a small sub-office at Prestwick Airport, 
Scotland, to expedite the repair and overhaul of aircraft and equipment for the 
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Royal Canadian Air Force in Europe. The London Office procured from British 
Government agencies, such as Admiralty, Ministry of Aviation and the War Office, 
as well as being responsible for all the Department’s commercial procurement in 
Britain. Procurement in France, chiefly through the Government of France, was 
carried out by the sub-office in Paris; and procurement in the Federal Republic 
of Germany, chiefly through the Government of that country, was handled by the 
sub-office in Koblenz. 

The Washington Office continued to handle procurement from the United 
States Armed Services and, in some exceptional cases, from commercial firms 
in the United States. Practically all procurement from United States commercial 
sources was made directly by the appropriate production or purchasing branch in 
Ottawa. The Washington Office also maintained regular liaison with many United 
States Government agencies, handled Canadian participation in the United States 
priorities and expediting systems, and supplied a wide range of information to 
Canadian Government officials. This Office spent much time on the Department’s 
production and development sharing activities, which are covered elsewhere in 
this Report. In this connection, it handled a large number of inquiries and arranged 
numerous meetings involving Canadian and United States Government officials, 
contractors and subcontractors. The Washington Office directed the activity of a 
sub-office at Wright-Patterson Air Force Base, Ohio, involving operations with 
the Air Materiel Command of the United States Air Force. 

Production sharing liaison offices were located in New York City and Rome, 
N.Y., Bedford (near Boston), Mass., Philadelphia, Pa., Detroit, Mich., and Los 
Angeles, Calif. 

The Department continued to be represented on the Canadian Delegation 
to the North Atlantic Council in Paris, France. The Department’s representatives 
were responsible for liaison with other national delegations and with the NATO 
international staff, and for making the Canadian viewpoint known on defence 
production matters of common concern to several members of the Alliance. They 
represented Canada on the NATO Armaments Committee which, in turn, controls 
a wide variety of expert working groups; and during the first half of the year they 
performed a number of duties in committees of the NATO Council engaged in 
emergency supply planning. 

An office was maintained in Bonn, Federal Republic of Germany, for the 
Canadian representative to the European Organization for Direction and Control 
of the F-104G programme. An officer of the Department was posted to the Cana- 
dian Embassy in Paris to assist Canadian industry to participate in European 
defence requirements. 


The addresses of the Department’s offices outside Canada are also shown in 
Appendix E. 
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Advisory and Service Branches 


The Administration Branch was responsible for the Department’s personnel 
and welfare services, organizational planning and systems improvement, training 
and development, office accommodation and equipment, central typing services, 
and all ancillary services connected with personnel administration. 


Various methods improvement programmes were undertaken during the year, 
including a comprehensive organization and methods survey conducted by the 
Civil Service Commission of the typing and stenographic support units in all 
branches. Several types of integrated clerical support units adapted to the specific 
needs of individual purchasing branches were introduced. A complete records 
conversion programme was initiated in the Industrial Security Branch. 


The Training and Development Division conducted specialized courses in 
management accounting, contract administration, industrial engineering, personnel 
management, critical path scheduling, conference and group leadership, as well 
as general courses in letter and report writing and orientation courses for various 
staff levels. Arrangements were made for members of the Department to participate 
in the United States Air Force School of Logistics, American Management 
Association seminars, and courses conducted by the Civil Service Commission. 
These courses were fundamental to the integrated personnel management pro- 
gramme in the Department. 


The Personnel Division handled recruiting, placement, transfer, promotion, 
superannuation, pay, attendance and personnel counselling for the Department. 
Personnel records were put on a punched card machine system. An appraisal board 
programme for technical procurement officers was further developed and imple- 
mented during the year. 


The intern procurement officer training programme entered its fourth year 
with the hiring of six graduate engineers. The first two classes in this programme, 
consisting of eight engineers, have moved into operating positions in the production 
branches and are carrying out full project officer responsibilities. Three officers 
were also engaged under the junior administrative officer programme. 


The Comptroller’s Branch provided the accounting service for the Department 
and for Canadian Commercial Corporation, a Crown company associated with 
the Department. Services on behalf of the Corporation included special financial 
and accounting administration as required. Complete bookkeeping records, based 
as far as possible on commercial practice, were kept of the transactions against 
the Department’s Parliamentary appropriations and of all assets and liabilities for 
which responsibility lies with the Minister of Defence Production. These assets 
include Crown owned buildings and equipment in custody of private contractors 
or in warehouses. Their accounting involved physical identification in the field and 
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the maintenance of a full inventory record by description, quantity and value. Test 
physical counts of materials carried in stock at various locations were also made 
during the year. 

Records were maintained of the transactions arising out of various uncleared 
accounts taken over from predecessor departments, and with respect to disburse- 
ments and deliveries on NATO account which were covered by funds transferred 
to this Department by the Department of National Defence. The Branch carried 
out the financial administration of all agreements involving the sale to contractors 
of Crown owned land, buildings and equipment. In addition, the Branch continued 
to provide the financial administration of the Defence Production Revolving Fund. 

The Branch also maintained records of Department of National Defence 
equipment on loan to contractors through the Department of Defence Production, 
and contributed to the recording and administration work connected with the 
rental of Crown assets to contractors. 

With respect to the Department, the Branch continued to submit to the 
Deputy Minister monthly statements of assets and liabilities, revenue and expenses, 
and reports thereon. Detailed expense statements were also issued each month to 
other senior officers of the Department. Similar statements and reports, on a 
quarterly basis, were submitted to the directors and responsible officers of Canadian 
Commercial Corporation. The Comptroller or his representatives attended various 
meetings with the Corporation directors and others during the year as required. 

The financial position of the Department as at March 31, 1961, is shown 
in the Balance Sheet and related schedules given in Appendix G, duly certified and 
reported upon by the Auditor General. 


The Economics and Statistics Branch provided the general economic and 
statistical services required by the Department. It undertook studies in these areas 
that would provide the Department with information on the effects of the defence 
procurement programme on various facets of the Canadian economy. 

The large number of procurement requisitions received by the Department, 
contracts placed on behalf of the Department of National Defence and other 
requisitioning agencies, and payments made against these contracts were recorded 
and tabulated through the use of data processing equipment. Approximately 
160,000 documents were processed and a further 300,000 pre-punched cards were 
tabulated in order to obtain the basic data for analyzing the Department’s pro- 
curement activities and the defence procurement and production programme. 
Regular statistical reports on the Department’s contracting activities and on 
expenditures related to this contracting were issued. 

Certain departmental personnel records were maintained on punched cards 
and processed mechanically. The application of data processing techniques to 
delivery records of the Washington Office was developed and implemented. 
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Statistical reports measuring the progress of the Canada-United States defence 
production and development sharing programme were prepared regularly during 
the year. These reports involved periodic surveys of major defence contractors. 
A procedure was developed for obtaining information on all foreign content in 
defence contracts. 

Projections of defence procurement expenditures were made to provide the 
Department with an estimate of future procurement activity and to assist the 
Department of National Defence in the preparation of its budgetary estimates. This 
required the co-ordination and analysis of expenditure data from major defence 
contractors and close liaison with production officers. 


The Branch maintained liaison with other economic research and statistical 
units, both in and outside the Government Service, in order to obtain information 
necessary for economic appraisals of the defence programme, and to provide 
them with data on the defence sector of the Canadian economy. Various firms and 
organizations were supplied with material relating to the Department’s procurement 
activities. 

Lists of unclassified defence contracts valued at $10,000 and over awarded 
by the Department to firms in Canada were compiled and issued semi-monthly 
in the form of a press release. 


The Financial Adviser’s Branch acted in an advisory capacity with respect to 
the development and application of financial policies related to defence contracts. 


All contract proposals involving commitments in excess of $10,000 were 
reviewed to ensure that the principal terms conform to departmental policies and 
that the procurement proposed properly reflects the requirements of the requisi- 
tioning agency. Special consideration was given to contract proposals for large 
commitments and to cases involving profit incentives. Submissions to Treasury 
Board were prepared and liaison with Treasury Board staff was maintained. 


The Branch reviewed reports prepared by the Audit Services Division of the 
Comptroller of the Treasury following the audit of contracts, and co-operated with 
that Division and the procurement branches of the Department to resolve cost 
and profit problems with contractors arising from such audits. 


Studies undertaken during the year included limitations on profit incentives in 
target contracts, overhead content in negotiated firm price contracts, use of hourly 
rate contracts, cost control for research and development contracts, and allowable 
rates for out-of-plant technical services. The Branch also participated in a review 
of the liability insurance requirements for shipbuilding repair and overhaul contracts 
and the warranty provisions used in departmental contracts. The Branch furnished 
information regarding contractor liability for sales tax, customs duty and excise 
taxes, and provided advisory services with respect to problems arising from con- 


40 


tractual negotiations. Consideration was also given to the financial features of all 
formal agreements, including defence production sharing agreements. 

Applications from defence contractors for capital assistance or additional 
capital cost allowance (accelerated depreciation) were reviewed in the light of 
departmental policy. Declarations being made to Crown Assets Disposal Corpora- 
tion covering surplus capital assistance assets, tooling, and production material 
were screened for approval. Rentals were assessed in cases where contractors 
made commercial use of the Crown owned assets. Where contracts were cancelled 
or terminated because of revised requirements, negotiations were conducted with 
the contractors concerned to achieve a satisfactory settlement. 

The Branch co-ordinated the preparation of the Department’s estimates 
requirements, including the appropriations required by Crown companies re- 
sponsible to Parliament through the Minister of Defence Production. The annual 
capital and operating budget submissions required from these companies under 
The Financial Administration Act were reviewed, as were their interim financial 
statements. The Branch also administered grants made in lieu of taxes to munici- 
palities in which Crown owned defence plants operated by private contractors 
are situated. 


The Legal Branch advised on legal implications of the policies and procedures 
of the Department and the legal steps required to protect the Department in its 
transactions. In so doing, the Branch provided general legal services to the 
Department, especially to the production branches and the General Purchasing 
Branch. The largest portion of the day-to-day work concerned contract law, and 
included advice regarding the terms of contracts and the preparation of formal 
agreements between the Department and private contractors. 

Of special importance was the legal work required by the large purchase 
in Canada of F-104G aircraft by the Government of the United States for mutual 
aid to NATO countries, part of the cost of which is borne by Canada. Legal work 
was commenced on the production contracts resulting from this new programme 
and on the several licensing and royalty agreements which have to be negotiated 
with corporations in Canada and the United States for associated technical data. 

In connection with the increasing number of contracts between the Department 
and Canadian industry covering financial assistance by the Crown in the establish- 
ment of productive capacity and in defence development programmes, legal advice 
was provided regarding the terms and conditions under which such assistance was 
given and individual contracts were prepared. 

Some of the Department’s submissions to the Governor in Council and 
Treasury Board were prepared by the Legal Branch. Also, the Branch co-operated 
with the Department of Justice in regard to litigation resulting from claims by or 
against the Department. 
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One of the principal continuing services provided by the Branch was the 
drafting of contracts between the Crown and contractors in Canada, following 
negotiation of the contract terms by officers of the Department, for the production 
of various defence supplies for the Canadian Armed Services and for the United 
States military departments. In many cases solicitors of the Branch advised the 
purchasing, production and technical officers of the Department during their 
negotiations with representatives of industry. It was often necessary for the solicitors 
to confer with lawyers representing industry in settling the legal content of the 
contracts. 

The Branch gave legal opinions on the interpretation of contracts and statutes, 
termination of contracts, claims by and against the Crown, and on such diverse 
matters as assignments of contracts, title, risk, insurance, subcontracting, bank- 
ruptcy, patents, inventions, royalties, taxes, customs duties and land matters. 

The Legal Branch handled all legal work of Canadian Commercial Corpora- 
tion, a Crown company which reports to Parliament through the Minister of 
Defence Production. 


The Secretary’s Branch administered the Department’s Communications, 
Printing and Stationery, Central Registry, and Service Divisions. The Secretary, 
as the Department’s official signing officer, endorsed formal contracts with suppliers 
and conducted departmental correspondence. The Secretary also acted as 
co-ordinator for the activities of the Royal Commission on Government Organ- 
ization within the Department. 


The Secretary’s Branch supplied several continuing departmental committees 
with secretarial services, and officers of the Branch represented the Department 
on various inter-departmental committees. 


The Communications Division maintained a teletype service between Ottawa 
and the Department’s offices in Montreal, Toronto and Washington. This service 
was available to other Government agencies on a pro rata basis and was extensively 
used by them. A teletype link was also maintained by the Department’s Head 
Office and the Department of National Defence units throughout Canada. The 
“Telex” system, providing direct exchange of messages with other subscribers, was 
extended by the addition of new subscribers in Canada and the United States. 
Approximately 125,000 telegraphic and teletype messages were cleared by the 
Division during the year under review. 


The Service Division provided the procurement branches with lists of firms 
capable of producing required items; reproduced invitations to tender, contracts 
and amendments to contracts; distributed copies of these documents to appropriate 
recipients; received, guarded and opened all tenders received at Head Office; and 
was responsible for replying to inquiries regarding the award of contracts. 
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The Printing and Stationery Division purchased the stationery and other 
office supplies required by the Department, supervised forms control and served 
as a liaison between this Department and the Department of Public Printing and 
Stationery in the procurement of all necessary printed material. The Division also 
co-operated in the production of several publications required in connection with 
the Canada-United States defence production and development sharing programme. 

The Central Registry was responsible for the creation, movement and pro- 
tection of the approximately 175,000 files required in the Department’s operations. 
It also operated the Department’s mail room and its internal distribution and 
messenger service. 
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Appendix A 


DEPARTMENT of DEFENCE PRODUCTION 
ORGANIZATION as at DEC. 31, 1961 


MINISTER 


EXECUTIVE 
ASSISTANT 


——-----------=--] DEPUTY MINISTER 
EXECUTIVE 
ASSISTANT 
ASSISTANT 
DEPUTY MINISTER 


eoreo<--- meme wwe 


ASSOCIATED CROWN 
COMPANIES 


CANADIAN ARSENALS LIMITED 
CANADIAN COMMERCIAL CORPORATION 
CROWN ASSETS DISPOSAL CORPORATION 
DEFENCE CONSTRUCTION (1951) LIMITED 
POLYMER CORPORATION LIMITED 


CANADIAN INDUSTRIAL 
PREPAREDNESS ASSOCIATION 


INDUSTRIAL ADVISORY COMMITTEES 


— ee mh een eee Oommmce=: 


ASSISTANT 
DEPUTY MINISTER 


WASHINGTON LONDON 
OFFICE OFFICE 
GENERAL PURCHASING 
BRANCH 


AIRCRAFT ELECTRONICS 
BRANCH BRANCH 


SHIPBUILDING ARMAMENT 
BRANCH BRANCH 


MACHINE TOOL 
BRANCH 


EMERGENCY SUPPL) 
PLANNING BRANCH 


GENERAL SUPPLIES 
DIVISION NO. | 


Hardware; Tools; Fire 
Fighting & Safety Equip.; 
Special Projects (Research 
& Development); NBC Warfare 
Electrical Equip.; Electri- 
cal Wire & Cavle; totors; 
Generators; Lighting & 
Heating Equipment; Medical; 
Pharmaceutical; Dental; 
Optical; Laboratory; Hos- 
pital, Photographic Sup- 
plies & Equip.; Scientific 
Instruments. 


GENERAL SUPPLIES 
DIVISION NO.2 


Food & Catering Services; 
Fuel; Petroleum Products; 
Chemicals; Alcohol; Gases; 
Soaps; Cleansers; Waxes; 
Polishes; Disinfectants; 
Insecticides; Kitchen, 
Cooking & Messing Equip.; 
Cooling & Refrigeration 
Equip.; Paints; Brushes; 
Scales; Adhesives; Speciat 
Projects, (General); Fur- 
niture; Lumber; Wood Prod- 
ucts; Paper & Paper Prod- 
ucts; Packaging; Recrea- 
tional Equip.; Musical 
Instruments; Chapel Equip. 


GENERAL SUPPLIES 
DIVISION NO.3 


Vehicles; M,T. Spare Parts 
and Accessories; Tires & 
Tubes; Industrial, Road 
Building & Maintenance 
Equip.; Ground Handling, 
Garage Equip.; Batteries; 
Metals; Metal Fabrication; 
Plumbing; Heating; Air 
Conditioning Equip.; Hose 
& Rubber Products (General). 


CLOTHING & 
TEXTILES DIVISION 


Uniforms; Fatigue & Arctic 
Clothing; Headwear; Inner 
Clothing; Knit Goods, Rub- 
ber & Leather Products; 
Textiles; Bedding & Canvas 
Goods; Buttons; Badges; 
Buckles; Requirements 
Planning and Control. 


DISTRICT PURCHASING OFFICES 


St. John's - Mf. | Ottawa 
Saint John - N&.} Toronto 
Holitox - N.S. | London 
Quebec - Que. 


Montreal Quve.| Regina 
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Winnipeg ~ 


Colgory - 
Edmonton - 
Vancouver — 
Victoria’ = 


FINANCIAL LEGAL 
ADVISER'S BRANCH BRANCH 


CONTRACTS 
AUTHORIZATION 
DIVISION 


COMPTROLLER'S 
BRANCH 


ECONOMICS AND 
STATISTICS BRANCH 


ADMINISTRATION 
BRANCH 


SECRETARY'S 
BRANCH 


INDUSTRIAL 
SECURITY BRANCH 


Appendix B 


Senior Personnel of the Department 
as at December 31, 1961 
Minister 
The Honourable Raymond O’Hurley, P.C., M.P. 
Executive Assistant’ to the Minister occ ee cecnees A. Trudel 


Deputy Minister 
D. A. Golden 


PRM TEU SVAITSECT a el) locas de cies on anmves G. W. Hunter 
PRBat stam POP ULY VAUIISEOD coo) ca lec Solin cial em enivbdienmen ecdn lasses W. H. Huck 
A/Executive Assistant to the Deputy Minister ................ W. J. Mulock 


Production Branches 


DPE DP CPA ITCEATE Beran ie viens amaubeonsisnnndveraresevoes D. L. Thompson 
Deputy Director, Aircraft Branch .i..0..5.....400.esoment WO A. D. Belyea 
De TIV ATIC PSEC tos ee es eet inckecesiclbwolecas CUL] Muir 
Piferror MiecrOnics BTANnC Ro an ee ume D. B. Mundy 
Deputy. Director, Electronics Branch ij sisrvissccdenisinaseen S. I. Comach 
Deputy Director,” Electronics"Branch. ...........2............ T. C. Jones 
Pelt INVIACHING. VOOL ESCAIOW ec ikscsesl fuses ee gseeds conde tenes R. Mosher 
Director, Shipbuilding’ Branch rv ee J. C. Rutledge 


General Purchasing Branch 


PES SOE SSE ORIN: PRR IC eam RNA UNL KOM Wray RE NP D. M. Erskine 
RU PE IITOCUOLN, I MURINE oc hee pacl's seus saison sas oe R. C. D. Laughton 


Emergency Supply Planning Branch 


A ee fee coe es aN IRR RACE CA eA LS Sa CI RAE AR AY 2 aoa J. C. Morrison 


Riba LAUD SOC tee eet UN Un, ayes os cana aaren nel oers R. M. Keith 
PCL Y RE AUCIAL FACVISCE. hee Peo iac unos i bestia uate ge ree N. R. MacLean 
Director, Contracts Authorization Division .............. J. D. C. Mahaffy 

SEEM E AS REN. Beta ME tue UL eh chk cveons tase eae G. F. Wevill 
DSSPULY? COMIDITONCLY te te ee osa le vac itern deed T. E. Brown 

CANT are Lapa ie ails te os aos ncn sasaisecie as easoeavonser tes J. J. Tevlin 

Director, Administration Branch 2.86..ofessdickccsceslasendaceses H. R. Kotlarksy 

Director, Economics and Statistics Branch) .)003.0....0.00.0.8. W. J. W. V. Johnston 

DITEClOty INGUSE ale SOCUTILY BEANCID 6.oscdeicisecrossosinse ior donseassn L. C. Cragg 

BOTT GNE LEGAL EATON fea te ctiusd LS ccrhdsosvancentad sue esdeaendeds F. F. Waddell 
Depiiey Director Tueeal ramen o iia.15 écak Re snnales bos cas teas C. S. Stevenson 

Pireewr,, Lonmon Cencianty Once. 2 eS R. D. Roe 

BME E. AM ASIN OPT MICE oh ci oes ace ie sn fendoed de cxeeaowed davies J. A. Teeter 


Appendix C 


Distribution of Departmental Staff 


as at December 31, 1961 


Number of 
Employees 
Minister's Office 0. o.8)...1.5) amet oeeannatel WkiR i bat. ua ae 13 
Deputy. Minister's. Offige 9.2 ace. 2 oii os. toaiea ok nN ke ane Oakes a4 
Aircraft Branichy sicors pivkouewessay os ene: PRN ore sk bee sat ued ees 161 
Armament*Branch 7004.00)... are ea Blas: os ce cate a 65 
Electronics Branch: 4) 0. 6 coche ain eR RO OR a ee eee 186 
MachiresPOOr DYanci ik cite isse oie ce es Ry kh eee 26 
Snimbuildine Branches Gi lola csy CW MUR, nee conan Rtas oc Ge cee 103 
General Purchasing Branch— 
Meadn@flice |: OB og oe Aotsecbartec cae ee... Fe: 180 
DISHICE*E UTC ase OMI CES init tna eek Seen ee ae a ere me 169 
Emercency Supply, Blannit guts Pann. 0.8 6... 210k OE ates OE amend 34 
Adminis ttationy BEAM OM des bcs u...a-cdsuenaunte Cee, . BUT R See LOO, 88 
CORIDITONEr StOtanCimmeee i kent ome etre ctr: erat ete Th tees 85 
Economics.andiStatistics Branched ee ae eeannd, valent ale hy 34 
FingncialbAdviser’s Branch 34. 0e rr ck Bek Cte ee eka econ hatd ae 55 
Leéoal Branch) ojo SM ee eee doer ee PRR EHOD csi nalts. hee 11 
Secretary's” Brane hh.) osetia Mitel te Lele Serene Teapoulis sani oute ice ad anes 185 
THdsttia |“ SGCUrIR BE CANICH Reena ge SUA ee A ur aa em 34 
Offices in the United States and Europe, and NATO Delegation, Paris 78 
OE a ee ai es hs: eae Cn nae hy a le 1,538 
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Appendix D 


Crown Companies Associated with the 
Department of Defence Production 


as at December 31, 1961 


Canadian Arsenals Limited 


WICe= PF eBieN Ee er: a's dy wank Re ee TT N. P. Petersen 
CTENe ral IVIGHAVCI IE Bete ei Beatt, tn cetera 08 cain cc J. H. Berry 
secretary- 1 reasureres. Ai). WANG) ees stubs. D; C, @atten 


Canadian Commercial Corporation 


{igloos 1| Se OOn tere rn oe ae M. H. Lamoureux 
secretary and Legal Advisers, 1c.) josnciter tet daeyis.4:)- F. F. Waddell 
KCOMDITOUCLE 5) 5icc:s.socerinaea tan aL BER. Ad at G. F. Wevill 


Crown Assets Disposal Corporation 


President and General-Manager SA 0 Pe 2a. OOY8. Louis Richard 
DecreL aly andere dl COUNSeL cu ken re M. J. Ellsworth 


Defence Construction (1951) Limited 


President and GeneraleManagen? oak yt ba wey. R. G. Johnson 
CCE AT gic i. 2c I GD, Beth less ctescseceaese ns J. D. Jennison 
TreasuremUort, OLE) BA? «DUS, SOUT. sage cree N. Tokaryk 


Polymer Corporation Limited 


Chairman of thesBoardessninesou ht OARS cso... cae-ack E. J. Brunning 
Present anc Miandeine DITCCtOr verry. 8 woe Sh E. R. Rowzee 
MACOer ESIGN. CODETAUIONS (Ut: Siti. newest tea cee: L. D. Dougan 
VICE-PTCsida nt tA COs «ge riser tte AE ihc PEE on fs souseevacos ve S. Wilk 
Vice-President... Marketing sft. Wh htininde slaves cndeasent Roger E. Hatch 
Vice-President, Research and Development .............. Dr. E. J. Buckler 
pectetary and Chet Legal Officerancs..«.t), aman W. J. Dyke 


Appendix E 


District Purchasing Offices and 
Oifices Located Outside Canada 


Addresses as at December 31, 1961 


District Purchasing Offices 


ST. JOHN’S, NFLD.! .......... Buckmaster’s Field, 

Building No. 40 (P.O. Box 487) 
HALIBAKONSS. 0 gieyines Room 527, Federal Building, 

Bedford Row (P.O. Box 1655) 
SAINT JOHN, N.B. .......... Room 408, Sadim Building, 

Canterbury & Duke Streets 
COMEREG PO ee 126 St. Peter Street, 

(P.O. Box 70—Station “B’’) 
NONTREAL, "PCs 685 Cathcart Street 
OTTAWA, ONTi ser 953 Somerset Street West 
DORONTO: CONTe eo tenes Mackenzie Building, 

36 Adelaide Street East 
LONDON ONT, wees 388 Dundas Street 
WINNIPEG, MAN. ............ Room 326 E, 

344 Edmonton Street 
REGINA SASK visti dy... 302, New Post Office Building 
GALGARY, ALTAL oy.iic8: Room 725, Public Building, 

8th Avenue and Ist Street East 
EDMONTON, ALTA. ........ 906 Federal Public Building, 

99th Ave. & 107th Street 
VANCOUVER, B.C. .......... Room 407, Federal Building, 

325 Granville Street 
VICTORIAN GTC it iin Room 308, Canada Customs House, 


816 Government Street 


Offices Located Outside Canada 


WASHINGTON, U.S.A. ..... Canadian Department of Defence Production, 
2450 Massachussetts Ave., 
(P.O. Box 4897, Cleveland Park Station) 
WASHINGTON 8, D.C., U.S.A. 


SUD CR opt MCL DDP 
Wright-Patterson Air Force Base, 
OHIO, U.S.A. 


1 The address of the St. John’s, Nfid., district purchasing office was changed in January, 1962, to: 
Room 401, Main Post Office Building, 
Water Street 
(P.O. Box 487) 
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PRODUCTION SHARING 
LIAISON OFFICES ........ Canadian Department of Trade and Commerce, 
c/o Canadian Consulate General, 
680 Fifth Ave., 
NEW YORK 19, N.Y., U.S.A. 
Canadian Department of Defence Production, 

ROP/DDP, 
Rome Air Materiel Area, 
Griffiss Air Force Base, 
ROME, N.Y., U.S.A. 


Canadian Department of Defence Production, 
(Boston), 
AMC/ESC/LEX, 
L. G. Hanscom Field, 
BEDFORD, Mass., U.S.A. 


Canadian Department of Defence Production, 
c/o U.S. Army Signal Supply Agency, 
225 South 18th Street, 
PHILADELPHIA 3, Pa., U.S.A. 


Canadian Department of Defence Production, 
c/o U.S. Army Ordnance District, 
1580 East Grand Blvd., 
DETROIT 11, Mich., U.S.A. 


Canadian Department of Defence Production, 
Los Angeles Procurement District, 
1206 South Maple Avenue, (Room 546), 
LOS ANGELES 15, Calif., U.S.A. 


LONDON, ENGLAND ........ Canadian Department of Defence Production, 
1 Grosvenor Square, 
LONDON W. 1, England 


BUDHOMICES his. use Canadian Department of Defence Production, 

c/o Canadian Embassy, 
35 avenue Montaigne, 
PARIS VIII°, France 

Canadian Department of Defence Production, 
Ehemaliges Gerichtsgebaude, 
KOBLENZ-EHRENBREITSTEIN, 
Hofstrasse 272, 
Federal Republic of Germany 

Canadian Department of Defence Production, 
c/o Scottish Aviation Limited, 
PRESTWICK AIRPORT, 
Ayrshire, Scotland 


OFFICE OF DDP REPRE- 
SENTATIVE TO THE 


NORTH ATLANTIC 
COUNCID HG Annes. OTAN-NATO, 
Place du Maréchal de Lattre de Tassigny, 


PARIS XVI°, France 
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DEFENCE PRODUCTION 
ATTACHE OMS eee c/o Canadian Embassy, 
35 avenue Montaigne, 
PARIS VIII*, France 


OFFICE OF CANADIAN 

REPRESENTATIVE TO 

THE EUROPEAN 

ORGANIZATION FOR 

DIRECTION AND 

CONTROL F-104G ....... c/o Canadian Embassy, 
Zitelmannstrasse 22, 
BONN, Federal Republic of Germany 


50 


Appendix F 


Statistics of Defence Contracts 
and Expenditures 


The statistical tables in this appendix illustrate, in terms of the net value of 
contracts placed and the value of expenditures, the magnitude of various sectors of 
the Canadian defence procurement and construction programme during the calendar 
years 1959, 1960 and 1961. 


The tables are grouped in pairs, with the first “a” containing data on the net 
value of contracts placed and the second “‘b” containing the value of expenditures 
against these contracts and against similar contracts placed in earlier years. 


Tables 1-a and 1-b to Tables 4-a and 4-b contain statistics related to defence 
contracting by the Department of Defence Production and Defence Construction 
(1951) Limited on behalf of the Department of National Defence. Payments 
against these contracts are made from funds appropriated by Parliament for the 
Department of National Defence. 


Tables 5-a and 5-b relate to certain activities in support of Canadian defence 
industry that are paid for from Defence Production Parliamentary votes. 


Tables 6-a and 6-b provide data relating to prime defence contracts placed in 
Canada by the United States Government through Canadian Government agencies 
such as Canadian Commercial Corporation. The Department of Defence Production 
places most of the contracts for Canadian Commercial Corporation. 


The net value of contracts placed, as shown in these tables, includes the value 
of amendments which increased or decreased commitments under existing contracts, 
as well as the value of new contracts. 


Some of the figures for 1959 and 1960 have been revised since they were 
published in the preceding issue of the Annual Report of the Department. Also, the 
totals at the bottom of the columns do not always equal the sum of the programme 
values shown because of rounding the figures to the nearest thousand dollars. 


Definitions of the Defence Programmes 


The general concept involved in this defence programme 
classification is that of relating all procurement, as far as 
possible, to a readily identifiable military end-item, such as an 
aircraft, a ship, an electronic device, a gun, a type of ammuni- 
tion, an item of clothing, etc. Thus a particular programme 
includes, in addition to the end-item, those components or parts 
that become an integral part of the end-item, as well as asso- 
ciated services such as design and development, installation, 
maintenance, and repair and overhaul. 


AIRCRAFT: This programme includes complete aircraft and items to be physically 
incorporated in complete aircraft, such as airframes, engines, propellers, 
navigational and flight instruments, electrical systems and their components. 
Government-furnished aircraft equipment and the repair and overhaul of air- 
craft are also included. Excluded are accessories such as armament and 
communication equipment, photographic equipment, training devices and 
ground equipment. 
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ARMAMENT: This programme includes weapons such as small arms, guns, 
howitzers, and rocket launchers and their components; light, medium, and 
heavy ammunition of all types, including mines, depth charges, rockets, and 
torpedoes; and explosives and certain defence chemicals. Electronic fire con- 
trols are not included. 


ELECTRONICS AND COMMUNICATION EQUIPMENT: Electronics and communication 
equipment of all types are in this programme, including telephone, telegraph, 
radio and radar equipment. Underwater sound equipment and fire control 
equipment are also included. Development, maintenance, management and 
transportation services associated with the procurement of electronics and 
communication equipment are in this programme. 


SHIPS: This programme includes escort vessels, minesweepers, aircraft carriers, 
and other floating equipment, and ship components such as hulls and super- 
structures, propulsion machinery, boilers, condensers, heating and electrical 
systems. Reconversion, refit and repair of ships are also included. Armament 
and electronic gear are excluded. 


TANK-AUTOMOTIVE: Included in this programme are tanks and vehicles of both 
armoured and non-armoured types. Cars, trucks, and buses and their com- 
ponents, such as tires and tubes, are included. Excluded are armament and 
electronic equipment. 


FUELS AND LUBRICANTS: This programme includes petroleum, gas, coal and coke, 
and their products, principally aviation turbine fuel and gasoline, motor vehicle 
gasoline, and heating fuels. 


CLOTHING AND EQuUIPAGE: All items of personal clothing, including footwear, and 
of personal equipment, such as mess kits and steel helmets, are in this 
programme. 


CONSTRUCTION: This programme includes all construction contracts for building 
structures, runways, etc., as well as for consultant services, repairs and main- 
tenance. Most of these contracts are placed by Defence Construction (1951) 
Limited. 
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Appendix F—Continued 


Total Contracts Placed for DND 
and Related Expenditures 


Table 1-a.—Net Value of Total Canadian Government Defence Contracts Placed 
by the Department of Defence Production and Defence Construction 
(1951) Limited on behalf of the Department of National Defence 


Programme 1959 1960 1961 

$000 $000 $000 
TUL EG ee, 218.225 363,210 113,194 
PRIME A IT Sic sacle caine tte eee Phcke. 19,049 19,703 11,311 

Electronics and communication 

BOUIDMENt” Lieut 82,300 133,617 122,593 
SS hy os bate A rc ee 25,989 84,657 26,585 
Tank-automotive .........000..0....0.. 7,893 6,947 10,981 
Fuels*and' lubricants .°)%...:........ 57,768 50,496 48,972 
Clothing and equipage ............ 18,808 6,284 11,897 
CEOS TOCUO NC iii ere er irr: 67,141 ShST1 90,671 
titer Lh AUG: 94,383 87,800 92,569 
POE Aladin itiehtccreenietedivcretrie rcredehemes 22 a 591,556 804,286 528,773 


Table 1-b.—Value of Expenditures on Canadian Government Defence Contracts 
Placed by the Department of Defence Production and Defence 
Construction (1951) Limited on behalf of the Department of 
National Defence 


Programme 1959 1960 1961 

$000 $000 $000 
LOCPTCAEN TES IRR Pe 264,209 266,736 222,485 
MOTRIN i accion Bl eh au dsia ih 45,893 26,035 22,523 

Electronics and communication 

PIMP ICTION b.c5,' tains siepk cis: 99,986 87,894 123,838 
OT Na ORS a REDE a 35,056 31203 45,978 
Tank-altomotive 0.0... ju eos ee 7,574 8,572 8,411 
Puels,.and lubricants... v--0 40,444 39,007 38,048 
Clothing and equipage ............ 20,639 4,123 7,103 
Serpe e OTe yt 9, sd pctocan av ek 67,723 64,193 67,106 
Ae Ae cishda Sd shies satis sip 91,918 92,830 87,242 
Me Ny atest auch iia 673,441 620,592 022,000 
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Appendix F—Continued 


Contracts Placed for DND in Canada 
and Related Expenditures 


Table 2-a.—Net Value of Canadian Government Defence Contracts Placed in 
Canada by the Department of Defence Production and Defence 
Construction (1951) Limited on behalf of the Department of 


National Defence 


Programme 1959 1960 1961 

$000 $000 $000 
PATECR OIE Yb a ee ee Be 185,891 326,428 110,265 
PENG LEVINE CT SO EAE OE ee he PE 13,035 13,985 8,134 

Electronics and communication 

CqUIpMent:: .\ Sere weak 80,373 99,301 110,513 
SDIDS BGS EE, oonhcce.. ee Ran Mk 2,000 83,718 26,273 
Tank-aptomotive:...i.diedudehce 7,912 7,198 10,227 
Fuelsiand: lubricants® es eee! 57,453 50,205 48,579 
Clothing and equipage .............. 19,229 6,227 112 
Construction 41:2 ei 66,298 50,666 89,814 
OUT ee ee ee eee 88,532 81,302 87,054 
POLAT ns ee ce 544,059 719,031 302j632 


Table 2-b.—Value of Expenditures on Canadian Government Defence Contracts 
Placed in Canada by the Department of Defence Production and 
Defence Construction (1951) Limited on behalf of the Department of 
National Defence 


Programme 1959 1960 1961 

$000 $000 $000 
POVTOTALE ee alate ae ict tne cata see 248,221 225,417 194,036 
PEINIQRIIC LM Mosse Caney tc Ce etree, cee 41,178 21,174 16,945 

Electronics and communication 

SUID IIC TE yeh & ene a 83,264 13,307 101,452 
SIS ace ca a saline cae hs 34,089 29,632 44,835 
Tank-automotive .............000...0. 6,946 7,829 7,590 
Fuels and tubricants:.,;.....0....... 40,208 38,759 37,695 
Clothing and equipage .............. 20,562 4,082 7,049 
GOST ICHION 4 Misia oer eae 66,277 63,374 65,984 
(Til Yok Mak BRA tes BOE Mee NbN eB rd 87,258 86,734 81,609 
FOU lacie tthe tasnsbeatalaueitonetenas se 628,004 550,309 557,195 
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Contracts Placed for DND in the United States 
and Related Expenditures 


Table 3-a.—Net Value of Canadian Government Defence Contracts Placed in the 
United States by the Department of Defence Production and Defence 
Construction (1951) Limited on behalf of the Department of National 


Defence 

Programme 1959 1960 1961 

$000 $000 $000 
Uy Ee ees Ue Se ee 26,097 31,533 1,861 
"on 177) 31 ere ee eee 1 1,447 287, 

Electronics and communication 

AMICI yh. ME Res. 294 34,023 95729 
HITT eet EE Bey 5 1) 481 349 892 
Orta Le Ms OO Oe ee > 2,262 3,065 2,128 
TNs) Se SRR net es 30,247 70,417 16,747 


Table 3-b.—Value of Expenditures on Canadian Government Defence Contracts 
Placed in the United States by the Department of Defence Production 
and Defence Construction (1951) Limited on behalf of wil Depart- 
ment of National Defence 


Programme 1959 1960 1961 

$000 $000 $000 
PUCOM Ie ere nts ee teeth eos 10,412 37,025 25,025 
PAPaanienranr nes AC 4a 2,610 3,019 2,456 

Electronics and communication 

SO LTH of Col 01 Sty OAS In eg 14,734 13,472 20,106 
SE ER RT i 780 1,339 763 
EA Cate airathbeialietinsdpeiepemiieniedintte cat 2,736 3,863 3,193 
4A VEU SCRA UUM pee ae mney eS AT bo 58,717 51,842 
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Appendix F—Continued 


Contracts Placed for DND in Britain 
and Related Expenditures 


Table 4-a.—Net Value of Canadian Government Defence Contracts Placed in 
Britain by the Department of Defence Production and Defence 
Construction (1951) Limited on behalf of the Department of National 


Defence 

Programme 1959 1960 1961 

$000 $000 $000 
POP OTALE 0 Ue) Eee 6,178 SST 940 
ATMAMeNt 6.00) oe ea ot 4,828 4,224 1,014 

Electronics and communication 

SQUIPMent > xe eae 1,514 156 1,510 
SSH Siac cee Rte 172 590 319 
‘Tank-automotive 22 nnike..)).... 130 467 363 
OTC l Uk... eee eer 1,598 1,063 876 
1 At RU RRS «0 ee ai ae 14,420 11,688 5,022 


Table 4-b.—Value of Expenditures on Canadian Government Defence Contracts 
Placed in Britain by the Department of Defence Production and 
Defence Construction (1951) Limited on behalf of the Department of 
National Defence 


Programme 1959 1960 1961 

$000 $000 $000 
Airorar teste: oeeemanccouparame nein 5,145 4,265 2,988 
ATMAMEN cvs dueediewiess 2032 1,796 2,896 

Electronics and communication 

are [V4 oh 10131) ENO ae ee ah aii hed 1,870 982 1,439 
NL 8 UN RON PC 8 LON A hs 187 232 380 
Tank-automotive .................-.0+. 416 436 403 
6 jd io: SE ia laen edly ARB ti bate i Ds) 878 984 
LOCA ee a ee ee 10,805 8,589 9,090 
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Contracts by DDP to Assist Canadian Defence Industry 
and Related Expenditures 


Table 5-a.—Net Value of Contracts Placed by the Department of Defence 
Production for Care, Maintenance and Custody, Establishment of 
Production Capacity, Source Establishment for Components, and 
Sustaining Technological Capability, and Value of Approvals for 
Capital Assistance 


Category 1959 1960 1961 
$000 $000 $000 
Care, maintenance and custody of Crown owned 
EMMI ERY ASE TOT ASSES 57. ana chaste cca csshs 162 1,030 196 
CCAP HAW USSIStCANICE APPTOVAIS. ....60..06sis.. cece eee asin 2,416 248 206 


Establishment of competitive production capacity 
through absorbing certain preproduction and 


ROSES ih hae i I a a 856 307 1,340 
Establishment of qualified sources for the produc- 
tion of component parts and materials .......... 356 512 360 


To sustain research and development capability in 
Canadian industry in order to assist the 
Canada-United States development and pro- 
Gticuon sharing programme) Wun. ils 28 RW 2,425 13,844 


Sr re ee, al, We i, AN IN Me it Se he 3,790 4,522 15,976 


Table 5-b.—Value of Expenditures by the Department of Defence Production for 
Care, Maintenance and Custody, Capital Assistance, Establishment 
of Production Capacity, Source Establishment for Components, and 
Sustaining Technological Capability 


Category 1959 1960 1961 
$000 $000 $000 

Care, maintenance and custody of Crown owned 
Riapdcy Celence assets Lien a. aoral 216 570 807 
art OS6IStAliCGa sins dein ole aude, Maal! 695 1,456 915 


Establishment of competitive production capacity 
through absorbing certain preproduction and 


EAE COSES Vc eputdily: St cides s,s aegis pene as 454 630 678 
Establishment of qualified sources for the produc- 
tion of component parts and materials .......... ty 268 499 


To sustain research and development capability in 
Canadian industry in order to assist the 
Canada-United States development and pro- 
CUO Si ATING HOrOST ANG 5s.) ssceysssrccadece | skeciad 2,033 4,636 


eee R ee CEM g acumen dare nacair come ors vtiags ac Seadevens 1220 4,956 T2350 


Appendix F—Concluded 


United States Prime Defence Contracts Placed in Canada 
and Related Expenditures 


Table 6-a.—Net Value of United States Government Defence Contracts Placed 
in Canada through the Canadian Commercial Corporation and 
Defence Construction (1951) Limited 


Programme 1959 1960 1961 

$000 $000 $000 
PATEL ATL J.) sated onvdsecnueen sa amare 20,543 42,764 STD 
APINTATOTIE: ie nll et ee 1,141 1,097 5,781 

Electronics and communication 

equipment Seine ee 35,804 14,752 32,423 
FPuelstand lubricants.w4..82ci0.k) 4,949 55201 8,615 
CONS ru CHO M5. eee kes 12,025 9,995 15,067 
OPRST Re II, Rae oan Ti2 1,549 2,983 
POCA dc, see eee Nem 75,234 15.359 97,544 


Table 6-b.—Value of Expenditures by the United States Government on Defence 
Contracts Placed in Canada through the Canadian Commercial 
Corporation and Defence Construction (1951) Limited 


Programme 1959 1960 1961 

$000 $000 $000 
PALPCEaEtGe, Ue SAR eae 27,661 25,638 37,269 
ATMA CDT. cssccop cad he swdsics 1,870 320 2,788 

Electronics and communication 

CU PEe TN. ss, ck ub hatanene 19,491 38,238 34,208 
PUES ANC iMUDLICATIS Wontemnanvuece 1,330 2,916 2,873 
COMSITUCLION § ai) Secs Liou ean 22.381 17.310 13,044 
G61) gelaeei aha oe Sarpemara te "5 Yelalaly re 526 1,103 2,008 
OCA Ue eel in uas auaat ei ein te 735265 85,525 92,190 
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Appendix G 


Report to the Minister on the 
Audit of the Accounts of the Department 


for the year ended March 31, 1961 


Ottawa, October 27, 1961. 


The Honourable Raymond O’Hurley, 
Minister of Defence Production, 
Ottawa, Canada. 


SIR, 


An examination having been made of the accounts maintained and the financial 
statements prepared by the Department of Defence Production for the year ended 
March 31, 1961, I now report that in my opinion, 


(a) proper books of account have been kept by the Department; 
(b) the financial statements of the Department 


(1) were prepared on a basis consistent with that of the preceding year 
and are in agreement with the books of account; 


(ii) in the case of the Balance Sheet, give a true and fair view of the 
state of the Department’s affairs as at the end of the financial year; 


(iii) in the cases of the Summary of Transactions in Equity Account 
(with supporting statements of Expenditure and Receipts) and the 
Summary of Transactions in Surplus Arising from Trading Opera- 
tions, give a true and fair view of the operations of the Department 
for the financial year; and 


(c) the transactions of the Department that have come under my notice have 
been within the powers of the Department under the Defence Production 
Act and any other Act applicable to the Department. 


In accordance with established governmental practice, the Crown owned 
capital assets for which the Department is accountable are carried on the Balance 
Sheet at cost, without showing any deduction with respect to depreciation. 


Yours faithfully, 


A. M. HENDERSON, 
Auditor General. 
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Appendix G—Continued 


Schedule 1 


Summary of Transactions in Equity of 
Government of Canada Account 


for the year ended March 31, 1961 


Balance brought forward April 1, 1960 .......0.0.00. $233,648 ,080 
Additions: 
Assets acquired from appropriations ...................cc cece 1,234,377 


Transfer of assets from other departments and Crown 
QCLICICS Fi tee, A OO Lilo aioe canteen a Meri 6,216,552 


Increase in working capital advance to the Canadian 
Commercial Corporation ($2,000,000, less $1,000,000 


rerunded: pets scmedulegs CB.) i... 555e5 cesta eee es 1,000,000 
—————_—— $242,099,009 
Reductions: 
Receipts from sales, etc., Schedule 1(D) ....4......:.....008 4,045,680 
Decrease in fixed assets in custody of Canadian 
Arsenals Ltd., as shown by the balance sheet of the 
company at: March 31, 1961.2... S27 ten ae 1,185,246 
Transfer of surplus assets to Crown Assets Disposal 
COTPOPALIOT Te ots ied: Co a ON Mote ky a 1,312,653 
Transfer of assets to other departments and Crown 
PS OTICICS Ci. ame ut 2 ah ees Meee, ey Neal 425,906 
Depreciation and other allowances on sales of buildings 
ANG LCQUIDENCRE cc ce ee cote hoary, ee ts es ce he 182,400 
Assets written off due to termination of contracts, 
ismianthing,) C66, 2) ce dee ie eal Re totes io esecccaete, 105,915 
Accounts receivable written off as authorized by 
Parliamentary Vote: 684 \ jcc es ec eee 9,439 
a 7,267,239 
Balance. at March 31, 21961)....96. \.....0. ee ee hee ts $234,831,770 
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Vote 
66 
and 
121 


67 
and 
508 
68 


69 
70 
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Appendix G—Continued 


Statement of Expenditure 
for the year ended March 31, 1961 


Departmental administration 
Salaries 
SePViTID pAUOWANCES! 66 ie v.ceccc dl siencesiidsies 
PPEAVG MBER DENSES ci ielesefuesche oar tetiscsdiiws 
Office stationery, supplies and equipment 
Telephones and telegrams .................... 
Professional and special services .......... 
CAO RR Pe oan ie Ate sn eeeeonuiae, ednae 
Freient, express and cartage’ 0.000000... 
Rental of office accommodation ............ 


Publication of departmental report and 
ELAS EE LIS 8 ERO aoe ORR DOE A 


BRAT IG Sater Me Fete tree ha SN de 


COOH oe em eee ee rer eeeesereresereerseeerseeeseses 


Care, maintenance and custody of standby 
defence plants, buildings, machine tools 
and production tooling ..................0..000. 

Capital assistance 
Capital account— 

Construction, improvements and ac- 
GEISICION, OAR Tokina. hse 
PET ATE Ghee gen aries hal die etn aaied 
Establishment of production capacity 
Income account— 
Establishment of production capacity 


Grants to municipalities in lieu of taxes .... 
Establishment of qualified sources for pro- 
duction of component parts and materials 
aM A ACCOUNU ch esi cuut ihe nee: 
TREO VrACCOUNU Ha herr sy acne 


Sustainment of technological capability in 
Canadian IGusiey iis, ok Ss ccus sas 
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$ 7,632,651 


120,538 
251,980 
253,904 
180,486 
120,478 
58,540 
13,288 
4,590 


857 
14,344 


PIG IS1 
22,174 
45,342 


341,680 


82,197 
392,288 


Schedule 1 (a) 


$ 8,651,656 


662,643 


1,525,947 
117,998 


474,485 


2,907,269 


72 Defence Construction (1951) Limited— 


Adninistration so. eee 
Canadian Arsenals Limited— 
73 and 
509 Administration and operation .............. 
74 Construction and improvements .......... 
74 EGuipmen tite aan oe Pies on be 
Statutory 
Minister of Defence Production— 
SALLE Volek Wen il Mirena. elas chse on ce ks 
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393534 
197,634 


15,000 
2,000 


$ 3,030,414 


2,849,120 


23 (gL65 


17,000 


$20,473,697 


Appendix G—Continued 


Statement of Receipts 
for the year ended March 31, 1961 


Receipts on Income Account— 

Sales of surplus Crown assets .................... 
Be POLts Ol MVCSEMCIES 465,01 hiss ed cocssratersal oc 
Rentals of buildings and equipment .............. 
Refunds of previous years’ expenditure ........ 
Ree et MER lc) speed ienics Hsee aaties inabimasniia rs 


Receipts on Capital Account, per Schedule 1— 
Sale of plant and equipment by the Department 
BeCOAVINCH OL GEDENtUTES occnvcnc.s. MN. Ae 
Recoveries of advances and accounts receiv- 
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$ 8,118,849 
3,980,323 
400,705 
24,533 
14893 


4,005,127 
21,801 


1S. 152 


4,045,680 
1,000,000 


Schedule 1 (b) 


$12,532,243 


5,045,680 


$17,577,923 


Appendix G—Concluded 


Schedule 2 


Summary of Transactions in Surplus Arising 
from Trading Operations, Revolving Fund 


for the year ended March 31, 1961 


Balance brought forward April 1, 1960 ........0.00.0.... $ 238,781 
Additions: 
Sales, less cost of materials sold— 
Cloth, ‘Sales. plant, eee ee $ 84,758 
Cloth, ‘Q@ostwor Sales 1.2.5 sole toaaee 71,088 
a 13,670 
SUPALCHIC Vide LIAS MSAICS (esc dkicsene use nees 40,278 
Strategic materials, Cost of Sales .............. 40,278 
Shipbuilding components, Sales ................ 1,530,166 
Shipbuilding components, Cost of Sales .... 1,530,166 
Aircraft components, ‘Sales .00../).c.ss.. 91,450 
Aircraft components, Cost of Sales .......... 91,450 
Ordnance, Munitions, etc., Sales .............. 8,854,145 
Ordnance, Munitions, etc., Cost of Sales .... 8,854,145 
252,451 
Reductions: 


Warehousing and other expenses—Cloth 


NAlATIES “ANC WAGES Janine ae Gade 11733 

5 (07'1| AERP Ree SORE PRR AC EST C1") JAN) BNR 44,389 

SUMCTICS jet ee se a rae a8 3,714 

59,836 

Warehousing expenses—Strategic materials ...... 7,640 
67,476 
alan ate Maren 41. OO lathe tare ee $ 184,975 
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May IT PLEASE YOUR EXCELLENCY: 


I have the honour to submit to Your Excellency the Report of 
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A summary of the operations and services rendered by this 
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Excellency. 

Respectfully submitted, 


Set Cy 


Minister of Defence Production. 
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MarcH 19, 1963 


The Honourable Raymond O’Hurley, P.C., M.P., 
Minister of Defence Production, 
Ottawa, Ontario. 


DEAR SIR: 


I have the honour to submit the Report of the Department of 
Defence Production, which covers the operations and services rendered 
during the calendar year 1962. 


Yours faithfully, 


fis same 


4 
i 
Deputy Minister. 
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Responsibilities and Organization 


NDER the provisions of the Defence Production Act!, by which the Depart- 

ment of Defence Production was established on April 1, 1951, the De- 
partment has: 

(1) exclusive authority to procure the goods and services required by 
the Department of National Defence, and 

(2) the responsibility to ensure that the necessary production capacity 
and materials are available to support the defence production 
programme. 

The Department also has responsibility for defence development and produc- 
tion sharing with the United States, for defence production export activities with 
other Allied countries, and for armament co-operation within NATO. It co- 
operates with other Government departments to promote and strengthen the 
research capability of Canadian defence industry. 

The Department utilizes the services of Canadian Commercial Corporation 
to assist it in obtaining foreign defence business for Canadian industry. It does 
the procurement for the Corporation, which is a Crown company primarily 
responsible for the purchase in Canada of defence goods required by other 
governments and of supplies needed to meet Canadian commitments under the 
Colombo Plan and other international agreements. 

The organization of the Department, which had 1,520 employees on strength 
at the end of 1962, is essentially as follows: 

Five production branches are responsible for obtaining defence supplies 
requiring specialized production facilities and for the direct implementa- 
tion of the defence production sharing programme and other overseas 
exports of military equipment. These are the Aircraft, Armament, Elec- 
tronics, Machine Tool and Shipbuilding Branches. 

A General Purchasing Branch, which includes district purchasing 
offices in fourteen cities across Canada, procures the supplies and 
services not normally requiring special production facilities. 

An office in Washington, U.S.A., maintains liaison with various United 
States Government agencies, is actively involved with the defence produc- 
tion sharing programme, handles procurement from the United States 
Armed Services, and directs a sub-office at Wright-Patterson Air Force 
Base, Ohio. Six production sharing liaison offices are located in the 
United States. 


1 Revised Statutes of Canada 1952, Chapter 62, as amended. 
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An office in London, England, conducts procurement activity in Britain. 
A small sub-office is located at Prestwick Airport, Scotland, to expedite 
certain repair and overhaul activities. Sub-offices in Paris, France, and 
Koblenz, Federal Republic of Germany, handle the normal procurement 
in those countries. 

A defence development and production sharing office co-ordinates the 
Canada-United States programme as well as activities associated with 
NATO research, development and production programmes and defence 
exports to other Allied countries. 

Seven advisory and service branches provide supporting activities to 
the Department’s main procurement responsibility. These are the Ad- 
ministration, Comptroller’s, Economics and Statistics, Financial Adviser’s, 
Industrial Security, Legal and Secretary’s Branches. 

An Emergency Supply Planning Branch is working on plans and 
preparations for bringing a War Supplies Agency into immediate existence 
should a nuclear war occur. 

Two defence production attachés are maintained in Europe. One is located 
in Bonn, Federal Republic of Germany, to represent Canada on the European 
Organization for Direction and Control of the F-104G programme. The other 
is located in the Canadian Embassy in Paris to assist Canadian industry to 
participate in European defence requirements. 

The Department is represented by two members on the Canadian Delega- 
tion to the North Atlantic Council in Paris, France. These members are responsi- 
ble for liaison with other national delegations and with the NATO international 
staff, and for making the Canadian viewpoint known on defence production 
matters of common concern to several members of the Alliance. They represent 
Canada on the NATO Armaments Committee which, in turn, controls a wide 
variety of expert working groups. 

Military construction is the prime responsibility of Defence Construction 
(1951) Limited, a Crown company reporting to Parliament through the Minister 
of Defence Production. Occasional reference to military construction is made 
in this Report in order to show the magnitude of the direct effect of the defence 
preparedness programme on Canadian industry. 

In addition to Canadian Commercial Corporation and Defence Construction 
(1951) Limited, three other Crown companies report to Parliament: through the 
Minister of Defence Production. These are Canadian Arsenals Limited, Crown 
Assets Disposal Corporation and Polymer Corporation Limited. An account 
of the activities of the five associated Crown agencies is contained in their 
respective Annual Reports. 
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Implications of the Glassco Commission Report 


Several recommendations in the first three volumes of the Report of the 
Royal Commission on Government Organization directly affect the Department 
of Defence Production. Steps were taken late in the year to implement one of the 
main suggestions in this study concerning the establishment of a Traffic Advisory 
Group, charged with the responsibility of improving traffic management through- 
out the Public Service. The group that is now being formed will concern itself 
with the efficient movement of both goods and personnel. During the course 
of the next calendar year the Department will be implementing several other 
recommendations in the Report in order to make further and continuing improve- 
ment in the way in which it handles its procurement activity. 
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Production and Procurement 


HE Canadian defence preparedness buildup following the outbreak of war 
in Korea in 1950 reached the peak of its effect on the Canadian economy in 


1953. In that year more than $1 billion was paid directly to prime defence 
contractors in this country for the equipment, supplies, services and construction 
activity required by the Department of National Defence. Thereafter, a steady 
decrease in equipment requirements for the Canadian Armed Forces as the 
initial buildup phase was completed resulted in a shrinking flow of defence 
dollars into Canadian industry. Direct payments to Canadian defence contractors 
fell off fairly steadily to a level just over $550 million, which has been maintained 
for the past three years. 

The effect of this general decline in defence production and construction 
activity on Canadian industry was softened as a result of a continuing growth 
in the civilian sector of the economy as well as the gradual nature of the expendi- 
ture decline itself. Although not causing serious economic consequences in the 
overall economy, certain industries and sections of the country were noticeably 
affected by this fall-off in demand by the Canadian Armed Forces for goods and 
Services. 

The uneconomic effects on defence production of the decreasing require- 
ments of the Armed Forces were relieved for a period by extending production 
runs to supply equipment to European countries under the Canadian mutual aid 
programme, sometimes jointly with United States mutual aid. This programme 
was largely phased out as these other countries took over more of the financing 
and production of their military equipment requirements, although a major joint 
Canada-United States mutual aid programme for the production of F-104G 
aircraft is now underway. 


The need for a high level of defence preparedness on a continuing basis 
indicated that a modern, technically competent defence production base should 
be maintained as an inherent part of the Canadian economy and should con- 
tribute to its strength and growth. Crown owned defence production assets that 
had been bought under the Department’s capital assistance programme were 
sold to contractors wherever possible or made available to them on a rental 
basis for use on commercial work. The sale or rental of these assets was generally 
on condition that their future use by the Crown for defence production purposes 
would be protected. This direct capital assistance was substantially reduced as 
defence contractors were encouraged to make their own investment in assets 
required for the production of military equipment. In this way, defence contractors 
were able to integrate their defence and civilian production to a greater extent, 
thus minimizing dislocations from changing military requirements. 


ua 


The concept of continental defence accentuated the trend toward the adoption 
by the Canadian Forces of United States-type equipment. The complex nature 
of the important weapons systems, their vulnerability to rapid obsolescence, and 
the sophisticated research, development and production processes involved, 
resulted in most of the vital equipment being developed and initially produced 
in the United States. In cases where the Canadian requirement was too small 
to permit economic production in Canada, the equipment had to be purchased 
directly from the United States. Where production in Canada was considered 
necessary, the cost of royalties and technical assistance as well as of strategic 
components still meant an outflow of Canadian defence money to the United 
States. 

This trend meant that an increasing proportion of the Canadian defence 
dollar would go to United States industry, thus reducing the amount available 
for Canadian industry, unless corrective action was taken. The Canada-United 
States defence production sharing programme was initiated to offset the effects 
of this dependence on United States developed equipment by encouraging a 
greater amount of United States defence production business in Canada. The 
success of this programme is covered in a later section of this Report. 

As this concept of international weapons integration developed on a wider 
scale in the NATO organization, the need for defence production sharing arrange- 
ments with NATO countries other than the United States became apparent. 
During the past two years the Department has devoted some effort to interesting 
other Allied countries in Canadian miliary equipment. 

The ability of Canadian industry to compete effectively with other countries 
for defence production business is, in the long run, dependent upon its ability 
to develop equipment and components that have the potential to meet some 
future military requirement, and to be able to produce items of required quality 
within necessary time limits at a competitive price. In recent years the Depart- 
ment has initiated financial programmes, in some cases jointly shared with other 
governments and the contractors concerned, to assist Canadian defence industry. 
These include assistance in developing items that have some potential in the 
field of defence production, in establishing qualified sources for the production 
of component parts and materials, and in making selected production items 
competitive with United States products. Details of this Departmental assistance to 
Canadian defence contractors are contained in other sections of this Report. 

The Department is continuing in this important task of obtaining an equitable 
Share of the overall defence production requirements. This is done with the 
realization that foreign defence business assists in keeping down the cost of 
the limited requirements of the Canadian Armed Forces, contributes to the 
standardization of military equipment among Allied countries, and benefits the 
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Canadian economy through its effect on such factors as employment and the 
balance of payments. 

The benefits of this assistance are not limited to defence production. The 
resulting technological advances in the complex production operations of highly 
sophisticated weapons systems spread readily into other areas of Canadian produc- 
tion. Thus the economy as a whole is made stronger and better able to make 
its way in world markets. 

In these various ways the Department has endeavoured to anticipate the 
effect on the Canadian economy of changes in defence concepts and require- 
ments, and to provide the direction, encouragement and financial assistance to 
industry in this country so that it may benefit to the greatest extent from such 
changes and from the overall defence production requirements of the Western 
World. 


Defence Contracting, 1962 


Contracts having a total net value of $797.6 million were issued in 1962, an 
increase of 20.7 per cent over the comparable total of $660.7 million in the 
previous year. The “net value” of contracts is made up of the value of new 
contracts issued as well as amendments that increased or decreased the value of 
existing contracts. 

The largest group of contracts, having a net value of $536.7 million, was 
issued for the Department of National Defence. This is 1.5 per cent higher than 
the value of such Canadian Government defence contracts issued in 1961. 

Foreign government defence (and a small amount of non-defence) prime 
contracts placed in Canada through Canadian Government agencies totalled 
$225.6 million in 1962, of which $202.9 million was for the United States, 
$14.3 million’for the Federal Republic of Germany and $1.1 million for Britain. 
The corresponding value of foreign government prime contracts placed in Canada 
in 1961 is $100.6 million. | 

Contracts issued against this Department’s Votes to assist Canadian defence 
industry had a net value of $9.4 million in 1962, compared with $15.9 million in 
the preceding year. 

In addition to the above groups of contracts, a total of almost $25.0 
million was issued for Canadian external aid and almost $1.0 million for a 
miscellany of other purposes. 

The above figures, and those contained in Appendix F of this Report, relate 
only to prime contracts administered by the Department of Defence Production 
and its associated Crown companies, Canadian Commercial Corporation and 
Defence Construction (1951) Limited. They do not include $5.0 million in 
prime contracts placed directly with Canadian contractors by foreign govern- 
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Contracts Placed on Behalf of the Department of National Defence 
and Related Expenditures 


Contracts Placed 
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ments and $112.2 million in subcontracts placed in Canada by United States 
and other foreign defence contractors. Further reference to these direct prime 
contracts and subcontracts, which are reported to the Department by Canadian 
companies, is contained in the sections of this Report covering the defence 
production sharing programme and overseas defence exports. 


Airerait 


The requirements of the Department of National Defence for aircraft, 
aircraft equipment and related services resulted in the placement of contracts 
by the Aircraft Branch in 1962 having a net value of $202.4 million. This was 
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an increase of $88.2 million over the value for 1961. Contracts placed on behalf 
of foreign governments, primarily the United States Government, amounted to 
$86.8 million in 1962, as compared with $32.7 million in the preceding year. 

Production of the CF-104 Super Starfighter aircraft, which is replacing the 
F-86 Sabre in Europe, was well maintained throughout the year. Some adjustments 
were made to the CF-104 production schedule during the latter part of the year to 
permit the smooth phasing-in of F-104G production for the joint Canada-United 
States mutual aid programme. The Canadian company producing the CF-104 has 
assumed full responsibility for all technical and engineering aspects of the 
programme. 

The production in Canada of CF-104 systems, pyrotechnics, tires, drag 
chutes, pumps and pylon tanks was well maintained and showed a very satisfactory 
domestic content. Canadian production began on the inertial platform gyro, 
which previously had been secured from the United States. Most of the gyros 
now being produced are for the European F-104G production programme. 

The agreement entered into in 1961 between the Governments of Canada 
and the United States for a quantity of F-104G aircraft for mutual aid resulted 
in contracts being placed during the latter part of the year. These contracts will 
extend the production of Canadian companies that are close to completing 
requirements for the Canadian CF-104 programme. 

Early in the year deliveries of the initial order for fourteen dual seat 
CF-104D jet trainer aircraft was completed. A contract was placed for a further 
eight trainers, with delivery to commence early in 1963. 

A contract was placed at mid-year for 190 CT-114 Tutor primary jet trainer 
aircraft for the Royal Canadian Air Force. The first aircraft is scheduled for 
delivery late in 1963. A prototype of the CT-114R systems trainer was flown 
during the year. This aircraft is being evaluated by various NATO countries 
as a possible weapons systems trainer. 

Production of the Caribou I aircraft was accelerated to meet the require- 
ments of the United States Army, which ordered an additional 101 of these 
aircraft during the year. This brought to 162 the number of Caribou aircraft 
ordered by the United States Army. At the end of the year negotiations were 
underway on a possible further sale of Caribou aircraft to the United States 
Army. The success of the Caribou I is such that other foreign Governments 
have expressed an interest in both the Caribou I and the Caribou II, which is 
a turbine powered version of the Caribou I with an enlarged fuselage. 

Contracts were let for eight CHSS-2 (Sikorsky) helicopters for use in an 
anti-submarine warfare role by the Royal Canadian Navy. Five of these heli- 
copters will be assembled in Canada, with the first scheduled for delivery early 
in 1964. 
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Contracts Placed by the Aircraft Branch 
on behalf of the Department of National Defence 
and Related Expenditures 


Contracts Placed 
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Production of the J79-7 turbo-jet engine for the CF-104 aircraft was well 
maintained throughout the year, with a total of 160 engines produced. A contract 
was placed for the J79-11A engines for the mutual aid F-104G programme and 
work advanced to the stage where deliveries will be made early in 1963. The 
selection of the J85/CJ610 engine for the CT-114 trainer aircraft enabled an 
early start to be made on the plan for Canadian production of a substantial 
quantity. Delivery of T58 turbo-shaft engines for use in the CH-113 (Vertol 
107 II) heavy helicopter was completed during the year, and a further quantity 
was ordered for the CHSS-2 helicopter. These programmes have increased the 
capability of Canadian manufacturers to compete in the defence production 
sharing programme with encouraging results. 

The replacement of older type aircraft held by the Royal Canadian Navy 
and the Royal Canadian Air Force with smaller quantities of more modern and 
highly complex aircraft has created a problem in the repair and overhaul sector 
of the industry. The introduction of the more sophisticated aircraft and equip- 
ment affects the type of facility required, and the smaller quantities decrease 
the number of employees needed to perform repair and overhaul operations. 
However, it is expected that the volume of such work will remain fairly constant 
throughout 1963. 

The Aircraft Branch’s defence development and production sharing activity 
continued at an accelerated pace in the United States as well as other countries. 


17 
66779-0—3 


Canadian representatives participated in working groups, involving United States 
and other NATO countries, which carried out activities that were aimed at 
increased participation by the Canadian aircraft industry in foreign defence require- 
ments. A substantial increase in foreign contracts placed with Canadian industry 
occurred during the year. 

In the area of research and development, a feasibility study on a hydrofoil 
craft was successfully concluded during 1962 and continuation of the programme 
is expected to lead to the development and construction of a 200-ton prototype. 
In addition, the development of the PT-6 turbo-shaft engine continued at a 
most satisfactory level. A cost sharing arrangement was entered into between 
the United States Army, the Canadian contractor and this Department for 
the design, development and prototyping of the Caribou II aircraft. Four proto- 
types, to be flown and evaluated by the United States Army, will be built under 
this programme. 

The development of the XM-571 high mobility tracked vehicle proceeded 
satisfactorily and is well into the trial period. This vehicle is being built for the 
United States Government. The surveillance and target acquisition drone system 
under development has been the subject of detailed discussions between the 
British and Canadian Governments with a view to joint development, prototyping 
and test trials of this system. The joint Canada-United States development of a 
600 h.p. stationary gas turbine engine proceeded satisfactorily. 


Armament 


The decline over the past few years in Canadian military requirements for 
standard weapons and ammunition continued during 1962, but this was more 
than offset by new requirements for the replacement of guns by guided weapons 
systems. 

Contracting for the Canadian Armed Forces increased from $9.8 million in 
1961 to $23.5 million. The Branch’s continued participation in defence develop- 
ment and production sharing activities contributed to the placement in Canada 
of $7.8 million in prime contracts and $24 million in subcontracts from other 
countries, principally the United States. 

A number of major long-term ammunition production contracts were com- 
pleted during the year. These included 105mm howitzer, 60mm, 81mm, 90mm, 
3”/50 calibre, 4”, 9mm blank, and various types of 7.62mm ammunition. 
In addition, production of 7.62mm rifles and delivery of the SS.10 anti-tank 
missile for the Canadian Army were concluded. Deliveries on a reduced scale 
continued during the year on 20 pounder and 105mm tank ammunition, 3”/70 
calibre ammunition, anti-submarine cartridges, practice depth charges, and 9mm 
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and .30 calibre ball ammunition. Other items produced included tank navigation 
equipment, a range of pyrotechnics, and spares and accessories for existing 
military weapons. 


Contracts Placed by the Armament Branch 
on behalf of the Department of National Defence 
and Related Expenditures 
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Contracts were issued for the production in Canada of acoustic homing 
torpedoes for both the Royal Canadian Navy and the Royal Canadian Air 
Force. Also, contracts were placed in France for SS.11 and Entac anti-tank 
missile systems for the Canadian Army. Procurement planning got under way 
on the weapons systems for the Frigate programme of the Royal Canadian Navy. 
These systems feature both medium and close range anti-aircraft missile installa- 
‘tions along with 5’”/38 calibre guns and torpedoes. This production planning 
proceeded as part of the overall ship programme. 

In the field of defence exports, the Branch increased its efforts to locate 
and exploit opportunities for Canadian firms to participate in defence develop- 
ment and production programmes of the United States and other Allied countries. 

The Branch administered a number of development assistance contracts 
designed to exploit unique Canadian developments. These included such projects 
as the Jiger vehicle, a fuel flame mixer, a hydro-jet propulsion device, a foam- 
in-place shelter and a family of atmospheric sounding rockets. 
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The development programme of the Black Brant upper atmospheric research 
rocket made good progress during the year, with successful test firings in the 
United States. The establishment of a solid rocket propellant plant in Canada 
progressed, with completion and commencement of production scheduled for 
early 1963. 

Representation at NATO Working Group meetings was increased, especially 
in the area of weapons systems, such as the M72 light anti-tank weapon, where 
emphasis has been placed on arrangements that could lead to establishment of 
shared production pools within NATO for those systems adopted. 


Electronics 


The Electronics Branch issued contracts having a total net value of $80.9 
million in 1962 to meet the requirements of the Canadian Armed Forces for 
electronic equipment and related services. Payments to contractors against these 
contracts and similar contracts placed in earlier years amounted to $102.6 million. 
Research, development and production of equipment accounted for 60 per cent 
of total expenditures, and the operation and maintenance of existing equipment 
accounted for the remainder. In addition, contracts valued at $57.7 million were 
issued by the Branch for other governments, principally the Governments of 
the United States and the Federal Republic of Germany. Payments against 
foreign government contracts totalled almost $40 million during 1962. 

About $3 million was spent during the year in support of electronic indus- 
trial technology, so that Canadian industry would be in a position to meet future 
defence requirements of Allied countries. Production for existing foreign defence 
requirements continued in a number of areas. 

Radar, radiac and sonar equipment continued in production on a limited 
scale. Production of a counter mortar radar for the Canadian Army got under 
way and evaluation models were sold to the Federal Republic of Germany and 
to Italy. Interest in this radar has also been shown by other countries. Foreign 
defence requirements, particularly those of the United States, accounted for a 
significant level of production for such items as radomes, countermeasure equip- 
ment, plotting tables and sonobuoys. Previous Canadian expenditure on the’ 
development of these items contributed to this production for export. Depart- 
mental support was provided for further development by Canadian firms in such 
fields as sonar, radar, infrared and radiac detection, and data processing, so as 
to broaden the industrial base through Canadian production in these areas. 

Communication and navigation equipment for various surface installations 
continued at a steady level. Production of line and radio equipment for the 
Canadian Army’s communications network was largely completed. Procurement 
planning commenced on modernization of ground communication facilities of 
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the Royal Canadian Air Force and on communication equipment for the new 
general purpose Frigate programme. Industrial experience and capability in the 
general communications area resulted in orders for Canadian equipment from 
other countries. In anticipation of future requirements, industrial developmental 
support continued in more specialized applications in the communications field. 

Electronics production for the CF-104 aircraft programme continued to be 
the largest single programme in the Branch. Production of fire control, computing 
and display equipment was supplemented by the requirement for the Canada- 
United States mutual aid F-104G programme. 


Contracts Placed by the Electronics Branch 
on behalf of the Department of National Defence 
and Related Expenditures 
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Aircraft communications, navigation identification and airborne anti-sub- 
marine warfare equipment continued to be produced at a steady level. Produc- 
tion in the navigational area, which is being supplemented by United States 
orders, is also the result of past Canadian development work. This design work 
received continuing support with a view to anticipating electronic requirements 
from helicopter and vertical and short take-off and landing (V/STOL) aircraft 
programmes. 

Aircraft flight and tactical simulators were in production for the Royal 
Canadian Air Force and for several other NATO countries. A models control 
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trainer was completed for the Royal Canadian Navy, and a United States order 
for machine controls was received as a result of Canadian industrial competence 
in this field. 

Some armament electronic development based on past Canadian work in 
the infrared field continued for the United States. This development is expected 
to lead to the incorporation of some Canadian units in weapons which will be 
widely used by NATO countries. 

The three main areas of operation and maintenance activity continued to 
be related to the Pinetree and Mid-Canada radar lines, the leasing of line 
communications for all sources, and the repair and overhaul of electronic equip- 
ment for ships, aircraft and armaments. The leasing of line communications is 
contributing both to production in Canadian industry and to the growth of 
civilian communications. 

Special attention continued to be given to maximizing the Canadian content 
of defence electronic equipment that is developed or produced in this country. 
While some components are highly specialized and of limited application, the 
majority are standardized to exacting military specifications and require both 
formal quality approval of the product and approval of the manufacturer’s ability 
to deliver consistently reliable products. Component firms were assisted in selecting 
items that could be economically produced. It is estimated that over the past 
decade a significant increase in the Canadian material content of defence and 
professional electronic products has been achieved. Expenditure on this effort 
amounted to about $280,000 in 1962, but the changing technology in the industry 
is already posing new threats to this achievement. 


Shipbuilding 


The shipbuilding programme during 1962 included work on six destroyer 
escorts, one tanker-supply vessel, one hydrographic survey vessel, one Pacific 
Naval Laboratory vessel, eleven auxiliary vessels, small boats, and related design 
planning and procurement work. 

Work continued satisfactorily on all six destroyer escorts in the repeat- 
Restigouche programme. The lead vessel, HMCS MacKenzie, was completed and 
commissioned by the Royal Canadian Navy. The second vessel neared completion 
and will be commissioned early in 1963, and two additional vessels were launched 
and progressed to the final stages of completion. 

Work on the tanker-supply vessel, HMCS Provider, continued on schedule. 
This ship was launched and outfitting is proceeding. 

Construction proceeded on the hydrographic survey vessel for the Depart- 
ment of Mines and Technical Surveys. 
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A contract was let late in the year for construction on the West Coast of 
an oceanographic and hydrographic research vessel for the Pacific Naval Labora- 
tory. Contracts were also placed for a second standard diving tender, a dumb 
deperming barge, six landing floats and two diving floats. Work continued on a 
second tank cleaning barge. 

Planning and scheduling activities began on the new general purpose Frigate 
programme. 


Contracts Placed by the Shipbuilding Branch 
on behalf of the Department of National Defence 
and Related Expenditures 
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Maintenance of the Fleet involved 86 widely distributed contracts for ship 
repairs and refits during 1962 at an approximate value of $8.2 million. As 
mentioned in the previous Annual Report, a target incentive type of contract 
for major repairs and refits has been introduced. A general assessment of the 
cost reductions achieved by this form of contracting has shown a general tightening 
up in this area. 

Contracts for the conversion of two destroyer escorts were placed during 
1962 with two West Coast yards. These conversions will be completed during 
1963. This work is highlighted by the fact that ceiling contracts with a target 
incentive arrangement were negotiated, the first time this has been done by the 
Department for such work. 
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The Naval Shipbuilding Central Procurement Agency continued its operation 
under the supervision of this Department. This Agency is responsible for the 
bulk purchase, distribution and accounting associated with the supply of much 
of the equipment and material required to be worked into vessels of major 
shipbuilding programmes. 

Activity in the field of component procurement for the Royal Canadian 
Navy continued at a very high rate. This was largely for the repeat-Restigouche 
programme and for maintenance of the Fleet. Preliminary work began during the 
year on the procurement of long-lead items for the general purpose Frigate 
programme. 

Negotiations were concluded for the supply of two sets of the Canadian 
designed variable depth sonar handling gear for a Commonwealth country. 

The Shipbuilding Branch continued its activity in the Canada-United States 
defence development and production sharing programme. Canadian manufacturers 
received contracts for such items as valves, propellers, wire rope assemblies, rud- 
ders, sea refueling equipment and steel plates. 


Machine Tools and Gauges 


The Machine Tool Branch issued contracts valued at $501,000 in 1962 
for machine tools, gauges and allied equipment for the Department of National 
Defence. A further $78,000 worth of machine tools were purchased for the 
Canadian external aid programme. Contracts valued at $739,000 were issued 
on behalf of other governments, primarily the United States. 

The Branch also issued contracts amounting to $213,000 for the care, main- 
tenance and custody of standby Crown owned defence assets. These contracts 
covered the cost of maintaining various facilities in standby condition or in 
storage, the cost of machine tool repair and overhaul, and the cost of transporta- 
tion. Tooling for the CS2F Tracker aircraft was transferred from plants in Toronto 
and Fort William, Ont., to a company in Amherst, N.S., as a result of a decision 
to have the repair and overhaul of this aircraft done in the Maritimes. 

The inspection and technical personnel of the Machine Tool Branch under- 
took plant surveys and time study reports, and provided technical assistance 
in connection with machine tools and general production capabilities, for other 
Branches of the Department. 

The Machine Tool Branch’s participation in the Canada-United States defence 
development and production sharing programme was greatly increased during 
the year. Arrangements were made whereby various units of United States 
Arsenals and a major United States defence contractor submitted bid sets to 
the Machine Tool Branch for direct sourcing to Canadian firms. 
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General Purchasing 


The main function of the General Purchasing Branch is the procurement 
of a highly diversified range of goods and services usually available from the 
open competitive market. In 1962, the Branch issued 141,900 contractual 
documents valued at $179.7 million. 

The headquarters segment of the Branch placed major contracts for heat- 
ing and engine fuels, clothing and individual equipment, boots and shoes, motor 
vehicles and spare parts, construction, excavating and road maintenance equip- 
ment, electric wire, power and distribution equipment, canned and preserved 
foods, medical and dental equipment and supplies, chemicals and chemical 
products, paints, sealers and adhesives, photographic equipment and supplies, 
furniture, furnishings and appliances, paper products, containers, packaging and 
packing supplies, cleaning equipment and supplies, hand tools, hardware, mate- 
rials handling equipment, fluorescent and incandescent lamps, metal bars, sheets 
and shapes, fire-fighting, rescue and safety equipment, instruments and laboratory 
equipment, rope, cable, chain and fittings, food catering, and aerial surveys. 

The Branch participated in the preparation and implementation of standards 
outlining the minimum acceptable facilities and controls to be met by firms in 
the drug industry wishing to participate in the supply of Government require- 
ments. Working in conjunction with the Department of Mines and Technical 
Surveys, standards were also developed to govern the listing of potential sources 
for aerial photography, mapping and associated work. 

The product improvement phase of the programme covering the “Bobcat” 
family of light tracked vehicles progressed satisfactorily. Twelve preproduction 
pilot vehicles were in various stages of assembly at the end of the year. 

Emergency health and welfare supplies and many requirements in support 
of the national survival programme were acquired, including anaesthetics, alumi- 
num litters, hospital beds, blankets, portable X-ray units, portable decontaminating 
apparatus, parkas and insulated boots, rubber water storage tanks, sirens, and 
mapping. 

Substantial external aid procurement was undertaken for Burma, India, 
Pakistan and a number of African countries, involving such items as turbines, 
mining cars, paper, bleached sulphite pulp, fertilizers, herbicides, cranes, tabulat- 
ing equipment, power plant equipment, motor trucks, and steel grain silos. 

Some research projects were undertaken during the year to improve purchas- 
ing performance. These included the most advantageous period of the year to 
contract for the supply of rubber footwear, textiles and batteries; the develop- 
ment of new sources of supply for such requirements as canisters for gas masks 
and military clothing items; the wider application of standing offer agreements 
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for the supply of hardware, lumber, plumbing and electrical supplies at the 
regional level; and the improvement of contractual arrangements for the procure- 
ment of eggs, portable power tools and the servicing of ground fire-fighting 
equipment. 

Contracts Placed by the General Purchasing Branch 


on behalf of the Department of National Defence 
and Related Expenditures 
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Fourteen district offices located across Canada purchased, from sources 
within their areas, goods and services required to support the daily activity of 
regional defence establishments. These district offices processed 125,100 con- 
tractual documents for a total value of $59.0 million. (These figures are included 
in the Branch figures shown above.) In addition to their normal procurement 
functions, district purchasing agents participated in exercises, conferences and 
training sessions associated with the national survival programme. It was necessary 
to develop supply arrangements for a number of radar stations formerly operated 
by the United States Air Force that were transferred to the Royal Canadian 
Air Force during the year. 


Procurement by Offices Outside Canada 


The Department’s offices located outside Canada issued contracts valued at 
$15.8 million in 1962, as compared with $13.1 million in 1961. 
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The Washington Office handled all procurement from the United States 
Armed Services and, in a few exceptional cases, from commercial firms in the 
United States. Most procurement from United States commercial sources was 
made directly by the appropriate production or purchasing branch in Ottawa. 
Contracts issued by the Washington Office in 1962 amounted to almost $6.9 
million. This Office also maintained regular liaison with many United States 
Government agencies, handled Canadian participation in the United States 
priorities and expediting systems, and supplied a wide range of information to 
Canadian Government officials. The Office spent much time on the Department’s 
production and development sharing activities, which are covered in the next 
section of this Report. In this connection, it handled a large number of inquiries 
and arranged numerous meetings involving Canadian and United States Govern- 
ment officials, contractors and subcontractors. The Washington Office directed 
the activity of a sub-office at Wright-Patterson Air Force Base, Ohio, involving 
operations with the United States Air Force. 

The London (England) Office issued all Departmental contracts in Britain, 
dealing with British Government agencies, such as the Admiralty, the Ministry 
of Aviation and the War Office, and a large number of commercial firms. The 
largest contracts with the British Government were for tank spares, while repair 
and overhaul of aircraft and equipment for the Royal Canadian Air Force in 
Europe accounted for a large value of the contracts placed with commercial 
establishments. A small sub-office located at Prestwick Airport, Scotland, ex- 
pedited this repair and overhaul work. The London Office also directed sub- 
offices in Paris, France, and Koblenz, Federal Republic of Germany, which 
procure the normal requirements of the Canadian Forces stationed in those 
countries. This procurement is chiefly carried out through the Governments of 
the two countries. The London Office and its two continental sub-offices placed 
contracts valued at just over $8.9 million in 1962. 
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Defence Production and 
Development Sharing 


N 1962, $254.3 million worth of United States defence production sharing 
ena was placed with Canadian industry. This is a 78 per cent increase over 
1961, due largely to contracts for Caribou aircraft and a contribution by the 
United States to the joint Canada-United States F-104G aircraft programme. 
The total United States defence production sharing business in this country 
during the four years of the programme is $605.9 million. 

On the other hand, Canadian defence production sharing business in the 
United States amounted to $127.4 million in 1962, bringing the total for the 
four years of the programme to $526.2 million. Thus, in 1962 United States 
defence production sharing business in Canada exceeded corresponding Canadian 
business in the United States by $126.9 million. While the balance of production 
sharing business between Canada and the United States had been $47.2 million 
in favour of the United States at the beginning of 1962, it had at least temporarily 
reversed by the end of the year to $79.7 million in Canada’s favour. 

Defence production sharing business between Canada and the United States 
is measured on the basis of definitions and statistical techniques approved by 
both countries. The classes of contracts included in the defence production shar- 
ing group are applied research and development, pre-production, production, 
licence agreements and technical assistance, installation (other than construction), 
and repair, overhaul and modification. The production sharing figures do not 
include contracts for “off-the-shelf” general procurement, construction, basic 
raw materials, fuels and lubricants, and services (such as transportation, rentals 
and maintenance of fixed installations). Thus, it is not possible to compare 
figures measuring the defence production sharing programme, which include 
subcontracts as well as selected areas of prime contracts, with figures in other 
sections of this Report that relate to the prime contracting for which this Depart- 
ment is directly responsible. 

Regular monitoring and direction of the defence production sharing pro- 
gramme was provided by a Committee of senior officials of both Governments. 
The Canadian Government had representatives from the Departments of Defence 
Production, National Defence, Finance and External Affairs. The United States 
Government had representatives from its Departments of Defense, Army, Navy 
and Air Force and the newly established tri-service Defense Supply Agency. 

Co-ordination of development sharing projects supported by the Depart- 
ment’s development fund was provided by an Inter-departmental Committee 
made up of representatives from the Departments of Defence Production and 
National Defence and the Treasury Board staff. 


28 


The Department’s Production Sharing Co-ordinating Office maintained close 
liaison with other Canadian Government departments and with appropriate 
authorities in the United States. Co-ordination with the Department of Trade 
and Commerce was continued to ensure that liaison Opportunities provided by 
trade commissioners and trade shows in the United States were fully exploited. 
Defence Production field representatives stationed at major United States centres 
(see Appendix E) and the Department’s Washington Office sustained their sup- 
port of the programme. The production branches of the Department continued 
their close liaison with industry in order to maintain the high level of activity 
in the programme and to ensure the appropriate source listing of Canadian firms 
at the various United States military agencies. 

During the year, continuing attention was given to simplifying procedural 
arrangements, such as those involved in the United States duty regulations, 
security matters, obtaining specifications and interpreting new instructions issued 
by the United States Department of Defense and military authorities. 

A new edition of the “Production Sharing Handbook” was published, and 
19,500 copies of this and the previous edition had been distributed to the end 
of 1962. A steady demand continued for the “Canadian Commodities Index”, 
issued in 1961, and over 7,500 copies had been distributed to the end of the year. 

Two new publications relating to research and development were published 
in 1962. One was a “Guide to Research and Development Capabilities in Cana- 
dian Defence Industry” designed to assist Government research and development 
agencies and defence industry in the United States to locate potential sources 
within Canadian industry. The other was a “Defence Development Sharing” 
handbook designed to assist Canadian companies in participating in United States 
defence research and development requirements. 

The Defense Supply Agency, a new United States organization which has 
been assigned the overall logistic responsibility for certain common items used 
by all three Services, became party to the basic letter agreement between this 
Department and the United States military departments. The Agency defined 
those Canadian commodities excepted from the provisions of the Buy American 
Act. 

Assistance was given to Canadian industry for research and development 
projects of interest to the United States Services. Contracts amounting to $8.5 
million were issued in 1962 for this type of assistance, with expenditures totalling 
almost $6.8 million. Among the major new projects were surveillance and guidance 
systems, short take-off and landing (STOL) aircraft, communications and naviga- 
tion equipment, and surface vehicles. 

These efforts resulted in significant increases in bid solicitation and sub- 
missions in the prime contract area. United States inquiries to Canadian industry 
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rose from 5,786 in 1961 to 8,290 in 1962, and responses by Canadian com- 
panies rose from 1,799 to 2,384. Prime contracts placed by the United States 
Government with Canadian Commercial Corporation rose from 830 to 1,088, 
having a total value of $176.5 million. In the subcontract area, solicitations rose 
from 2,524 in 1961 to 3,108 in 1962, and responses rose from 1,986 to 2,624. 
Subcontracts received by Canadian firms increased from 1,111 to 1,769, valued 
at $76.5 million. Other prime contracts received directly from the United States 
Government by Canadian industry and other institutions totalled $1.3 million. 

In addition to contributing to Canadian industrial defence technology, 
Canada’s defence development and production exports, including the overseas 
business reported in the following section, now account for a very substantial 
part of industrial defence business. The achievements of the production and 
development sharing programme during 1962 have been encouraging, and the 
programme has become an increasingly important factor in the Canadian defence 
economy. 
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Canadian Co-operation in NATO on Research, 
Development and Production 


i activities in connection with the research, development and production 
programme of the North Atlantic Treaty Organization continued to be 
co-ordinated by the Department. This programme endeavours to attain maximum 
efficiency in the standardization and production of military requirements by 
member countries. The Department provided the Canadian representative on 
the NATO Armaments Committee, which administers the programme. 

Canada has submitted for consideration by the NATO groups a number 
of projects in the fields of vertical and short take-off and landing (V/STOL) 
aircraft, mobile radar, vehicle navigation equipment, sonar equipment, personnel 
carriers, anti-tank weapons, anti-personnel land mines, airborne navigation aids, 
aircraft engines, telephone terminal equipment and data handling equipment. 
Of major interest were the Canadian aircraft industry’s submissions of design 
studies for medium range transport and strike reconnaissance aircraft in the 
V/STOL class. The Canadian electronics industry also submitted design proposals 
on data handling equipment for a coastal escort and patrol craft system. Other 
projects of potential interest to the Canadian armament industry were under 
active consideration. There has been a broadening of the exchange of information 
on national research, development and production programmes. 

Close liaison was maintained between this Department and the Department 
of National Defence and other Canadian Government agencies concerned with 
the programme. This Department, the Department of National Defence and the 
National Research Council provided representation at meetings in Paris to review 
most of the projects, and supplied detailed information on the Canadian proposals. 
In addition, representation was provided at meetings of existing groups of experts 
by various Government agencies. 

In December 1962, the NATO defence ministers concurred in the report 
of a senior group recommending substantial changes to expedite the progress of 
the programme. 


Defence Exports to Overseas Countries 


As a result of the increased activities within NATO, a number of countries 
have expressed their interest in Canadian defence equipment. Canadian industry 
has been encouraged to participate in supplying the defence needs of European 
and other countries in such areas as aircraft flight simulators, navigation aids and 
engine spares. Visits and the exchange of information with countries at govern- 
ment and industry levels have proved of mutual benefit. 
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The Department continued to assist Canadian industry in seeking opportuni- 
ties to develop and produce defence equipment for other countries. In addition 
to procurement offices in Europe and representation on the NATO delegation, 
the Department maintained defence production attachés in France and the Federal 
Republic of Germany. The Department also arranged for appropriate visits by 
officials to co-operate in meeting the defence equipment needs of overseas 
countries. | 

Some 50 Canadian firms received defence prime contracts and subcontracts, 
amounting to $45.1 million in 1962, from 40 overseas NATO and other countries 
(excluding the United States). The corresponding value for 1961 was $42.0 
million. Prime contracts from overseas governments in 1962 amounted to $9.4 
million, of which the major contract was for F-104G flight simulators for Italy. 
Subcontracts placed in Canada by overseas firms amounted to $35.7 million, the 
largest involving gyros, platforms and computers for a number of European 
countries, and aircraft and vehicle spares for the Federal Republic of Germany. 

During 1962, the Canadian Government and Canadian industry ordered 
defence goods and services from overseas suppliers amounting to some $28.5 
million. 
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Defence Production and 
Canadian Industry 


URING 1962, defence procurement and construction activity, including activity 
ie foreign defence prime contracts and subcontracts placed in this country, 
represented approximately 2.1 per cent of Canada’s gross national product. 
Production and employment in the aircraft industry were about the same in 
1962 as in the preceding year, although a decline occurred in the latter months 
of the year as work on the CL-44 transport aircraft came to an end. In the ship- 
yards, work on the destroyer escorts contributed to a generally higher level of 
activity. Defence work in the electronics industry decreased somewhat but this 
was more than offset by increased civilian production, particularly of television 
receivers. The armaments industry underwent a further decline in output during 
the year. Defence construction activity was strong in the early months but 
declined towards the end of the year. 

The maintenance of an appropriate defence production base in Canada con- 
tinued to receive emphasis in the Department. The defence production and 
development sharing programme and increased emphasis on the sale of Canadian 
military equipment to other Allied countries assisted in raising the level of 
industry’s development and production competence as well as increasing the 
utilization of defence production capacity. The results of these activities are 
covered in previous sections of this Report. 

The Department continued its programme of establishing qualified sources 
in this country for component parts and materials essential to the production 
of modern military equipment. Because of the urgent nature of many military 
requirements, this advance qualification will ensure the maximum participation 
of Canadian component firms in defence procurement, thus making Canadian 
producers less dependent on foreign sources of supply. A further aim is to 
prove the capability of producing a requirement at a competitive price, as 
well as to required performance standards, so that Canadian sources can meet 
both foreign and Canadian demand. Some $279,000 was spent on this programme 
in 1962, and new commitments amounting to $291,000 were made to establish 
qualified sources for the production of such items as precision electronic ceramics, 
synchros, high frequency silicon transistors, magnetrons, miniature precision gear 
boxes and variable composition resistors. 

Government financed capital assistance to private industry involved the 
expenditure of $153,000 in 1962, most of which was for equipment for the 
environmental testing of electronic components, for the production of 105mm 
shot and for the extension of a runway. New capital assistance contracts amounted 
to $92,000. Title to all capital assistance assets remains with the Crown, and 
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the contractor responsible for their use is held accountable for their proper 
maintenance. 

Interim certificates for additional capital cost allowance for income tax 
purposes (accelerated depreciation) were granted on almost $600,000 worth of 
capital assets in 1962. These assets were mainly required for the production of 
radomes, aircraft hydraulic components and the repair and overhaul of aircraft, 
aircraft engines and components. 

In some cases Crown owned assets were rented to private firms for non- 
defence work, thus enabling defence production equipment to be further integrated 
into the civilian production process. The rentals charged were such as to ensure 
a fair return to the Crown on the assets concerned. 

During the year, $1,056,000 was spent on the care, maintenance and 
custody of standby Crown owned defence production facilities and equipment 
where it was not possible to keep them operating for either defence or civilian 
requirements. The largest portion of this cost was for the maintenance of tooling 
for ships’ engines. 

The Department co-operated with the Defence Research Board in selecting 
projects for the defence industrial applied research programme, which was 
established in 1961 to promote and strengthen the research capability of Canadian 
defence industry. The Department negotiated and issued a number of contracts 
under this programme for the Board. 


Materials Supply 


The supply of Canadian prime metals and semi-fabricated materials in 
1962 was sufficient to meet Canadian defence, atomic energy and production 
sharing programmes, but Departmental assistance was constantly required to 
obtain satisfactory deliveries of components to keep programmes on schedule. 
The supply of certain other types of metallic and non-metallic materials used 
in this country’s defence and related programmes was dependent on allocations 
under the United States Defense Materials System. Canada’s dependence on 
foreign sources for prime metals and basic materials decreased as new and 
expanded facilities came into production. 

Canadian defence and atomic energy requirements for helium continued 
to depend on supplies from the United States. However, new helium deposits 
in Western Canada are being brought into production and it is anticipated that 
Canadian demands will be met from these sources in the near future. 

Increased domestic and foreign demand resulted in a seven per cent rise 
in the production of primary aluminum. Canadian facilities producing mill forms 
operated at near capacity, and Departmental intervention was required to expedite 
urgent defence requirements. 
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Production of primary copper was reduced during the year. Although demand 
for mill forms continued at a high rate, supply was sufficient to meet world 
demand and no undue difficulties were encountered in meeting defence require- 
ments. Production of primary nickel in Canada was decreased during the year 
due to a combination of a general lower demand and increased availability from 
one supplier that had completed delivery to the United States stockpile. 

Sales of tin from the Department’s stockpile to Canadian consumers were 
handled by the Department through a private broker. This disposal action was 
taken with the approval of the major tin producing and consuming countries, and 
with the understanding that sales would be made in a manner that would cause the 
least disruption to the economies of the producing countries. As a result, the sales 
were made at going market prices and at a rate that has not disrupted the normal 
market. 

An increasing number of Canadian defence and atomic energy contractors 
have found it advisable to take full advantage of United States priorities, alloca- 
tions and special assistance provided to Canadian contractors under the United 
States Defense Production Act. They have, in general, obtained very satisfactory 
results even when competing for conventional type war support items against 
an accelerated United States defence programme. Canada’s major defence pro- 
grammes were again included in the United States Master Urgency List, thus 
ensuring an equitable supply of strategic and critical materials to meet production 
schedules. 
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Emergency Supply Planning 


N 1962, the Emergency Supply Planning Branch continued with plans and 
pessoa to bring a War Supplies Agency into immediate existence in the 
event of a nuclear war. The Agency would assume control of the production, 
distribution and pricing of all civilian and military supplies except for certain 
aspects of the agricultural and fishing industries. The staffing of the national 
and regional components of the War Supplies Agency on a standby basis was 
completed, and good progress was made in the selection of zonal standby staffs. 
In several areas, a beginning was made in the selection of standby staff for 
local components. 

The research programme on food stocks was extended. New surveys of 
inventory stocks and related production facilities were initiated in the materials 
field. In co-operation with the oil industry, energy vulnerability studies were begun 
and are continuing. In addition, economic studies of two emergency government 
zones and reports on specific segments of industry were completed. Although the 
research programme as a whole is primarily a long-term project, significant 
progress was made. 

Various emergency regulations and orders required to bring the War Supplies 
Agency into existence and give it authority under the War Measures Act were 
reviewed in their peacetime draft form and brought up to date. Manning and 
warning procedures were revised, and a system for the control of personnel 
records of the national and regional standby staffs was instituted in co-operation 
with the Economics and Statistics Branch. 

Plans for consumer rationing advanced to the point where sample ration 
documents were approved by an interdepartmental advisory committee. Agree- 
ment was reached on the transfer of a quantity of surplus military clothing to 
the Department of Defence Production for civilian use under War Supplies Agency 
control in an emergency. Also, the Government approved a programme of 
industrial preparedness measures developed by the Branch and assigned to this 
Department primary responsibility for implementing it. 

In the fall of 1962, Branch officials took part in a NATO Exercise, primarily 
as a means of assisting the military Services in identifying their supply require- 
ments. A course was conducted at the Canadian Civil Defence College covering 
resource analysis and local supply problems under nuclear war conditions. 

At the end of the year the Branch had included on its staff a Regional 
Director in every province except Prince Edward Island, and had two zonal 
officers in Ontario. 
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Advisory and Service Branches 


T HE responsibilities of the Department’s advisory and service branches were 
described in some detail in the Annual Report of the Department for 1961. 
The brief statements below contain the major activities or developments that 
occurred during 1962. 


The Administration Branch continued to provide a wide range of services 
in the field of personnel administration. The Branch opened a Departmental 
library and established a foreign service unit to deal with the increased number 
of Departmental officers in the United States and Europe. The employee 
appraisal programme, designed to improve personnel standards, was expanded 
to include senior buyers in the General Purchasing Branch. Training and develop- 
ment programmes were characterized by a more intensive application of Depart- 
mental experience. A long-range personnel development programme was planned 
as a service to the procurement and production branches. The Branch’s central 
typing pool was merged with the typing services provided by the Secretary’s 
Branch. A study was made of the external procurement functions of the Depart- 
ment and Canadian Commercial Corporation so as to improve services in con- 
nection with export defence business. Initial action was taken on the recommenda- 
tions that resulted from a typing and transcribing survey undertaken in the Depart- 
ment by the Civil Service Commission. Re-organization of the support staff 
structure in the General Purchasing Branch was initiated and will result in 
efficiencies in the typing and support functions. 


The Comptroller’s Branch provided the accounting service required by the 
Department. Records were maintained of all transactions against Departmental 
appropriations and of all assets and liabilities for which the Minister of Defence 
Production is responsible. Activity in connection with the administration of the 
Defence Production Revolving Fund was affected by the growing financial opera- 
tions with respect to the Canada-United States mutual aid F-104G aircraft pro- 
gramme and production of CL-44D4 cargo aircraft and sonobuoys. The inspecting 
and recording of Crown owned productive assets with defence contractors has 
become more associated with specialized test items required by new programmes 
covering sophisticated defence equipment. 


The Comptroller’s Branch also provided the accounting, banking and financial 
services of Canadian Commercial Corporation. This work has increased during 
the year because of the greater volume of foreign defence business in Canada 
generated by the Canada-United States defence development and production 
sharing programme and the Department’s emphasis on the export of military 
equipment to other Allied countries. 
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The financial position of the Department as at March 31, 1962, is shown 
in the Balance Sheet and related schedules in Appendix G, duly certified and 
reported upon by the Auditor General. 


The Economics and Statistics Branch provided the general economic and 
statistical services required by the Department. A study of the Canadian elec- 
tronics industry, undertaken because of its importance to defence production, 
neared completion at the end of the year. The Branch initiated a new periodic 
report on defence procurement between Canada and all Overseas countries 
(excluding the United States). This is in addition to the quarterly statistical report 
prepared in the Branch on the Canada-United States defence production sharing 
programme. Forecasts of future defence procurement expenditures were provided 
regularly throughout the year to the Department of National Defence. Approxi- 
mately 165,000 contracts and related documents and some 300,000 pre-punched 
expenditure cards were analysed with the aid of data processing equipment. 
The volume of data processing for the Emergency Supply Planning Branch was 
much greater in 1962 than in the preceding year. Among the many ad hoc 
projects completed was one for the Royal Commission on Banking and Finance 
in connection with the time involved between receipt of requisitions from the 
Department of National Defence and the issuance of contracts by this Depart- 
ment, and between the placing of contracts and subsequent payments by National 
Defence. 


The Financial Adviser’s Branch advised on the development and application 
of financial policies related to defence contracts. This involved the review of major 
contract proposals to ensure the proper application of Departmental policies and 
the correct interpretation of requisitioned requirements. The Branch reviewed 
contract audit reports and assisted in resolving cost and profit problems arising 
from them. Studies were undertaken during the year on profit incentives for design 
changes and incentive target contracts, cost and profit positions for field service 
work, and the application of overhead costs to defence work. The Branch partici- 
pated in reviews of the coverage of insurance policies relating to cost reimbursable 
contracts and of the profit position of follow-on contracts resulting from assistance 
provided under the defence production sharing programme. The Branch provided 
information on contractor liability for taxes and duties, and advised on related 
problems arising from contract negotiations. Applications for capital assistance or 
additional capital cost allowance (accelerated depreciation) were reviewed in the 
light of Departmental policy. Declarations of surplus items were screened for 
approval and the use of Crown equipment on non-Canadian defence work was 
assessed for rental charges. The preparation of the Department’s estimates and the 
appropriations of associated Crown companies were co-ordinated. The Branch 
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administered municipal grants made in lieu of taxes on Crown owned defence plants 
operated by private contractors. 


The Legal Branch advised on the legal implications of the policies and 
procedures of the Department and the legal steps required to protect the Depart- 
ment in its transactions. Legal work increased in regard to the United States 
purchase in Canada of F-104G aircraft for mutual aid to NATO countries, part 
of the cost of which is borne by Canada. This involved the drafting of production 
contracts under the programme as well as licensing and royalty agreements which 
had to be negotiated with corporations in Canada and the United States for asso- 
ciated technical data. Contracts were also prepared in respect of the new CT-114 
jet trainer programme for the Royal Canadian Air Force, including licensing 
arrangements for the production by a Canadian contractor of the United States 
designed engine. Business obtained by Canada under the expanding defence develop- 
ment and production sharing programme with the United States involved extra 
legal work. This included advice regarding the formal contracts between the Gov- 
ernment of the United States and Canadian Commercial Corporation as well as 
advice regarding the corresponding contracts with Canadian industry. 

The Legal Branch performed all legal work required by Canadian Commercial 
Corporation. 


The Secretary’s Branch administered the Department’s communications, 
printing and stationery, central registry and service divisions. The Secretary co- 
ordinated the emergency planning activities within the Department. The Branch, 
in co-operation with the various procurement branches, greatly extended the 
standardization of phraseology used in the various procurement documents. As a 
result, larger portions of such documents can now be produced by automatic type- 
writers with a resulting saving in personnel costs. The Branch improved procedures 
associated with the Department’s source lists (lists of firms capable of producing 
required items) so the information would be more readily available to buying units. 
At the same time, part of the work of the service division was decentralized by 
attaching automatic equipment and operating personnel directly to individual buying 
units, thus bringing the preparation of procurement documents under the close 
supervision of their originators. The use of a modern telecommunication service, 
which provides more economical and direct exchange of messages with other sub- 
scribers in Canada, the United States and Europe, was extended and further instal- 
lations will be made if traffic surveys indicate it will reduce costs. A quality control 
unit was constantly employed in reviewing the content of the 175,000 files required 
in the Department’s operations with a view to eliminating obsolescent files and 
removing non-essential from active ones. 
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Appendix A 


DEPARTMENT of DEFENCE PRODUCTION 
ORGANIZATION as at DEC. 31, 1962 


MINISTER 
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t 

EXECUTIVE ‘ 

ASSISTANT t 

| 

3 

{ 

—-t-----=-------] DEPUTY MINISTER 

EXECUTIVE 

ASSISTANT 

ASSISTANT 

DEPUTY MINISTER 


ASSOCIATED CROWN 
COMPANIES 


CANADIAN ARSENALS LIMITED 


CANADIAN INDUSTRIAL 
PREPAREDNESS ASSOCIATION 


aa nnn n nn nnn nnn 


CANADIAN COMMERCIAL CORPORATION 
CROWN ASSETS DISPOSAL CORPORATION 
DEFENCE CONSTRUCTION (195!) LIMITED 
POLYMER CORPORATION LIMITED 


INDUSTRIAL ADVISORY COMMITTEES 


ASSISTANT 
DEPUTY MINISTER 


WASHINGTON 
OFFICE 


LONDON 
OFFICE 


AIRCRAFT ELECTRONICS GENERAL PURCHASI FINANCIAL LEGAL 
BRANCH BRANCH BRANCH ADVISER'S BRANCH BRANCH 


CONTRACTS 
AUTHORIZATION 
DIVISION 


SHIPBUILDING ARMAMENT 
BRANCH BRANCH 


GENERAL SUPPLIES 
DIVISION NO. 1 


Hardware; Tools; Fire 
Fighting & Safety Equip.; 
Special Projects (Research 
& Development); NBC Warfare 
Electrical Equip.; Electri- 
cal Wire & Cavle; Motors; 
Generators; Lighting & 
Heating Equipment; Medical; 
Pharmaceutical; Dental; 
Optical; Laboratory; Hos- 
pital, Photographic Sup- 
plies & Equip.; Scientific 
Instruments. 


GENERAL SUPPLIES 
DIVISION NO.3 


GENERAL SUPPLIES 
DIVISION NO.2 


Food & Catering Services; 
Fuel; Petroleum Products; 
Chemicals; Alcohol; Gases; 
Soaps; Cleansers; Waxes; 
Polishes; Disinfectants; 


Insecticides; Kitchen, 
Cooking & Messing Equip.; 
Cooling & Refrigeration 
Equip.; Paints; Brushes; 
Scales; Adhesives; Special 
Projects, (General); Fur- 
niture; Lumber; Wood Prod- 
ucts; Paper & Paper Prod- 
ucts; Packaging; Recrea- 
tional Equip.: Musical 
Instruments; Chapel Equip. 


CLOTHING & 
TEXTILES DIVISION 


Vehicles; M.T. Spare Parts 
and Accessories; Tires & 
Tubes; tndustrial, Road 
Building & Maintenance 
Equip.; Ground Mandling, 
Garage Equip.; Batteries; 
Metals; Metal Fabrication; 
Plumbing; Heating; Air 
Conditioning Equip.; Hose 
& Rubber Products (General). 


Uniforms; Fatigue & Arctic 
Clothing; Headwear; Inner 
Clothing; Knit Goods, Rub- 
ber & Leather Products; 
Textiles; Bedding & Canvas 
Goods; Buttons; Badges; 
Buckles; Requirements 
Planning and Control, 


ECONOMICS AND COMPTROLLER'S 
STATISTICS BRANCH BRANCH 


MACHINE TOOL 
BRANCH 


EMERGENCY SUPPL) 
PLANNING BRANCH 


SECRETARY'S ADMINISTRATION 
BRANCH BRANCH 


DISTRICT PURCHASING OFFICES 


Wfid | Ottawa > 
NB.| Toronto - 


Colgary - 
Edmonton - 
Vancouver — 
Victoria = 


N.S.} London ~ 
Que. | Winnipeg ~- 
Que.| Regina - 


INDUSTRIAL 
SECURITY BRANCH 
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Appendix B 
Senior Personnel of the Department 
as at December 31, 1962 


Minister 
The Honourable Raymond O’Hurley, P.C., M.P. 
Executive Assistant to the Minister .................0.0..0.000.... A. Trudel 
Deputy Minister 
G. W. Hunter 


PROBE RU ICTAULY,  DAIIISEET Bois pisos caer oerga pais ral ange dnvgee cans W. H. Huck 

PAGS LC UCy  WAistee ee Grek gr ryead texcter D. B. Mundy 

Executive Assistant to the Deputy Minister .................... W. J. Mulock 

Production Branches 

Ioireceore arcrart Branchy es) tiis nel eieiarierentttees: D. L. Thompson 
Deouty Director, sAircraftBranch..........2.01500. 220GIM A. D. Belyea 

Director, Armament Branch, .....0... cic: tee ae C. L. Muir 

Meir EE IOCILOR ICS ISEANCIN ci saa ve ee oh ak deeds J. S. Glassford 
Deputy Director, Electronics Branch ...............0........ S. I. Comach 
Deputy Director, Electronics Branch ..................0..... T. C. Jones 

Director, Machine! To0olsBranchives. (oo... leer eeeeseee ey R. Mosher 

Director, wshipouilding Branch 6) i331: 32h cseiisae tei J. C. Rutledge 

General Purchasing Branch 

Dera Cy re ee RE ate oR i D. M. Erskine 

be erhy L0G gg <"e a) Ee Se INN amt Col they an ROI Brennen R. C. D. Laughton 


Emergency Supply Planning Branch 
Dirce chet a ts) NA aren oo os.2d, langcdiassaist J. C. Morrison 


OST id eo Mine 0 Eo ta BRIE a a ee Ae EB EB R. M. Keith 
Depuly Tinancialy AdViset 0) iiss eer esavgn onsets N. R. MacLean 
Director, Contracts Authorization Division ............ R. E. Sayers 

OLSEN A OS SSM A Et ea eta PE nea Re ee Ra G. F. Wevill 
sly ju) tga Ge 2) 01 Sis 0 | (cs aac Rarede aeibeatah eae Pane Se eer May T. E. Brown 

DED arto Di at CCTCLAL y eet eter noe sth titania soe att SY J, Fe Teviin 

Director;-Adoumnistrationt Branch 2.4)...0tciiu icin isn. H. R. Kotlarsky 

Director, Economics and Statistics Branch .................... W. J. W. V. Johnston 

Director, Jodustiial Security.Branch 20..0..00. sie scenes L. C. Cragg 

Dryers eeu Oictor | Rd 3yigc Tels Mee Senn ny" ee, RSPR o ener ena F. F. Waddell 
Poe Oty rector, Legal EADGD: ry hins case onde edennens C. S. Stevenson 

Director, Condon (Englangy OMmice. 235. l ok eae Ro hoe 

OVS UINGLOMMADIICE. 056.2 (05.2.8 diverse eree nce viteras dees J. Ay Veeter 
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Distribution of Departmental Staff 


as at December 31, 1962 


Minister's’ Offices) COR ea ee Rte thes be ay Cr Mee RON On pat Ts 
Deputy: Minister's Once talons sy nai. Ue eee ec aan ee ae 
Aircraft: Branch.) ho) OE eee Doe atone) a 8 Vas 


Sinipbulding rE rage es eae eh ARN eRe ee ene een 


General Purchasing Branch— 


Lm fP TaN cede AR eB EY) UR Ene NA aabre ee 

DistrietiBurchasing Offices 00000) eae eA ee Y:: 
Emergency Supply Planning: Branches. OO Oe 
AdministragonBranen |, .liemnnaiinh ) nike iy) ie Nam on PeeeRee eae 
COmipteolet's | Diraiehiaeds. fs10........ +. WeneiRcaePORM, cas sos. cM, on Oe 
PCONOUICS ANU OLA StCR St aQCN Te us nl tale len ieee te 
Financial yadvasers Branch nhl woh, bepecdcd tsb seville VaR acl 
Leta) (Bran Ceo eee Go) Ae nO ee ho 
pecretary’s Brann ite cn eae nee tect EW ent Be Ne eka ita kos, ee 
Industrial Secority Branch nes aca n ieee Oakey kn le lta 
Offices in the United States and Europe, and NATO Delegation, Paris .... 
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Number of 
Employees 


11 
a Ps 
159 
74 
176 
27 
103 


199 
144 
55 


Appendix D 


Crown Companies Associated with the 
Department of Defence Production 


as at December 31, 1962 


Canadian Arsenals Limited 


Chairman of the Board: .....,0MAT VOL icsnsnce.-+9- J. G. Notman 
President and General Manager .................0....::::05 J. R. Brisson! 
Vice-President (BARES: A eeTt, ion hl Aes. al, G. W. Hunter 
Secretary-Treasurer ..........000000. 4 iat D. C. Cullen 


Canadian Commercial Corporation 


Presi nn nocd. clss. 5 RT, ORT eg Book cine separa M. H. Lamoureux 
Secretary and BegalOAdviser’’). pf). Aers0.4. wepetia,t.. F. F. Waddell 
OMIT ONCE econ ot REO ee ee ing Tetras wee la ehh G. F. Wevill 


Crown Assets Disposal Corporation 


President and General Manager .........................eee Louis Richard 
Vice-PresidentianlerseT\<-F: ee MPL eek a, A G. W. Hunter 
Assistant.General;Managen.!.(,..20.024. cui... I. M. Mackinnon 
Secretary and.Legal,Coumsel 22% s 004... M. J. Ellsworth 


Defence Construction (1951) Limited 


President and General Manager ........................065 R. G. Johnson 
Secretary .../.<i.cqy A qed: &-pagige AE ea ae. J. D. Jennison 
Treasurer... sadiltkt tewshat-. COS fee ee eee N. Tokaryk 


Polymer Corporation Limited 


Rea AS iG EG ORCC Wee unio gretsch Bren rede aes E. J. Brunning 
President and Managing Director .................:: ee E. R. Rowzee 
WVice=Président): Operations 10 gN6.)... LIA badly oe oad L. D. Dougan 
Vice-President, Fiffande) ee ite acd ents S. Wilk 

a ba cia ig peri LS) big 0) 1 761 | A a ea De oe ree R. E. Hatch 
Vice-President, Research and Development .............. Dr. E. J. Buckler 
Secretary and Chief Legal Officer ................... W. J. Dyke 


1 Effective February, 1963. 
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Appendix E 


District Purchasing Offices and 
Offices Located Outside Canada 


Addresses as at December 31, 1962 


District Purchasing Offices 


ST OMN Shoei. ea Room 401, Main Post Office Building, 
Water Street. 
(P.O. Box 487). 
HALIBA XY Nog et Room 527, Federal Building, 
Bedford Row. 
(P.O. Box 1655). 


SAINT JOHN, N.B. ........ Room 408, Sadim Building, 
Canterbury & Duke Streets. 
QUBBEOT PIO. Mou... 126 St. Peter Street. 
(P.O. Box 70—Station “B”). 
MONTREAL, P.Q. .......... 685 Cathcart Street. 
OTPFAWA, WONTH 200030 953 Somerset Street West. 
LORONTO. ONG oo. | Room 1214, Mackenzie Building, 
36 Adelaide Street East. 
LONDON PONTO ote. 388 Dundas Street. 
(P.O. Box 2275—Terminal “A’’). 
WINNIPEG, MAN. .......... Room 326 E, 344 Edmonton Street. 
REGINA, SASK, !).....0...c.0. 302, New Post Office Building, 
Cornwall & S. Railway Streets. 
CALGARY, ALTA. (0.0... Room 725, Public Building, 


8th Avenue & Ist Street East. 


eee Room 309, Federal Building, 
107th Street & 99th Ave. 


EDMONTON, ALTA. 


VANCOUVER, B.C. .......... Room 407, Federal Building, 
325 Granville Street. 
VICTORIA, (B.C Room 318, Canada Customs House, 


816 Government Street. 


Offices Located Outside Canada 


WASHINGTON, U.S.A. .... Canadian Department of Defence Production, 
2450 Massachusetts Ave., 
(P.O. Box 4897, Cleveland Park Station), 
WASHINGTON 8, D.C., U.S.A. 
Sub-Office............ MCL DDP 
Wright-Patterson Air Force Base, 
OHIO, U.S.A. 


44 


PRODUCTION SHARING . 
LIAISON OFFICES .. Canadian Department. of Defence Production, 
c/o Canadian Consulate General, 
680 Fifth Ave., 
NEW YORK 19, N.Y., U.S.A. 


ROP/DDP 
Rome Air Materiel Area, 
Griffiss Air Force Base, 
ROME, N.Y., U.S.A. 


Canadian Department of Defence Production, 
AMC/ESC/LEX, 
L.G. Hanscom Field, 
BEDFORD, Mass., U.S.A. 


Canadian Department of Defence Production, 
c/o U.S. Army Electronics Materiel Agency- 
SELMA-A13, 
225 South 18th Street, 
PHILADELPHIA 3, Pa., U.S.A. 


Canadian Department of Defence Production, 
c/o U.S. Army Ordnance District, 
1580 East Grand Blvd., 
DETROIT 11, Mich., U.S.A. 


Canadian Department of Defence Production, 
HQ Los Angeles Contract Management 
District, 
United States Air Force, 
Room 546, 1206 South Maple Avenue, 
LOS ANGELES 15, Calif., U.S.A. 


LONDON, ENGLAND ...... Canadian Department of Defence Production, 
1 Grosvenor Square, 
LONDON W. 1, England. 


Sub-Offices ............ Canadian Department of Defence Production, 
1 rue Chanez, 
PARIS 16e, France. 


Canadian Department of Defence Production, 
54 KOBLENZ-PFAFFENDORF, 
Emserstrasse 21, 

Federal Republic of Germany. 


Canadian Department of Defence Production, 
c/o Scottish Aviation Limited, 
PRESTWICK AIRPORT, 

Ayrshire, Scotland. 
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OFFICE OF DDP REPRESENTATIVE 
TO THE NORTH ATLANTIC 
COUNCIL, awrite sone OTAN-NATO, 
Place du Maréchal de Lattre de Tassigny, 
PARIS 16e, France. 


DEFENCE PRODUCTION ATTACHE c/o Canadian Embassy, 
35 avenue Montaigne, 
PARIS 8e, France. 


DEFENCE PRODUCTION ATTACHE- 
CANADIAN REPRESENTATIVE TO 
THE EUROPEAN ORGANIZATION 
FOR DIRECTION AND CONTROL 
F-104G isos ee ke a. c/o Canadian Embassy, 
Zitelmannstrasse 22, 
BONN, Federal Republic of Germany. 


46 


Appendix F 


Statisties of Defence Contracts 
and Expenditures 


The statistical tables in this Appendix contain information for calendar years 
1961 and 1962 on contracting and related spending in connection with the Cana- 
dian defence procurement and construction programme and with foreign govern- 
ment prime defence contracts placed through Canadian Government agencies. 
These statistics measure the value of contracts as they are issued to contractors and 
suppliers and the value of payments as they are made to them. 

The net value of contracts issued, as shown in these tables, includes the value 
of amendments which increased or decreased commitments under existing contracts, 
as well as the value of new contracts. In some cases, therefore, credit net values 
are shown because decreasing amendments to contracts placed in earlier years have 
exceeded the value of new contracts and increasing amendments issued. 

Some of the figures for 1961 have been revised since they were published in 
the preceding issue of the Annual Report of the Department. Also, the totals shown 
do not always equal the sum of the component figures because of rounding the 
figures to the nearest thousand dollars. 

The tables are grouped in pairs, with the first “a” containing data on the net 
value of contracts issued and the second “b” containing the value of expenditures 
against these contracts and against similar contracts placed in earlier years. 


Tables 1-a and 1-b contain summary statistics relating to all contracts issued 
by the Department of Defence Production and its associated Crown companies, 
Defence Construction (1951) Limited and Canadian Commercial Corporation, 
with the exception of those involving payments out of the Defence Production 
Revolving Fund. Both contract and expenditure data are broken down by the various 
sources that requisition and pay for the goods or services involved. 


Tables 2-a and 2-b contain statistics related to contracting by the Department 
of Defence Production and Defence Construction (1951) Limited on behalf of the 
Department of National Defence. Payments against these contracts are made from 
funds appropriated by Parliament for the Department of National Defence. The 
figures in these tables are broken down by defence programmes (as defined below) 
and the country in which the prime contractor is located (based on the address to 
which the contract is sent). The data contained in Tables 2-a and 2-b are similar 
to those contained in Tables 1-a and 1-b to Tables 4-a and 4-b in previous Annual 
Reports of the Department. 


Tables 3-a and 3-b provide data relating to prime defence contracts placed in 
Canada by foreign governments through Canadian Government agencies, such as 
Canadian Commercial Corporation. The Department of Defence Production issues 
most of the contracts for Canadian Commercial Corporation. 


Tables 4-a and 4-b relate to certain activities in support of Canadian defence 
industry that are financed from Defence Production Parliamentary appropriations. 
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Definitions of the Defence Programmes 


The general concept involved in this defence programme 
classification is that of relating all procurement, as far as 
possible, to a readily identifiable military end-item, such as 
an aircraft, a ship, an electronic device, a gun, a type of 
ammunition, an item of clothing, etc. Thus a particular pro- 
gramme includes, in addition to the end-item, those com- 
ponents or parts that become an integral part of the end-item, 
as well as associated services such as design and development, 
installation, maintenance and repair and overhaul. 


AIRCRAFT: This programme includes complete aircraft and items to be physically 
incorporated in complete aircraft, such as airframes, engines, propellers, 
navigational and flight instruments, electrical systems and their components. 
The repair and overhaul of aircraft is also included. Excluded are accessories 
such as armament and communication equipment, photographic equipment, 
training devices and ground support equipment. 


ARMAMENT: This programme includes weapons such as small arms, guns, howit- 
zers and their components; light, medium and heavy ammunition of all 
types, including mines, depth charges and torpedoes; rockets and missiles 
and their launchers; and explosives and certain defence chemicals. Elec- 
tronic fire controls are not included. 


ELECTRONICS: Electronics and communication equipment of all types are in 
this programme, including telephone, telegraph, radio and radar equipment. 
Underwater sound equipment, fire control equipment and flight and tactics 
simulators are also included. Development, maintenance, management and 
transportation services associated with the procurement of electronic and 
communication equipment are in this programme. (This programme was 
formerly identified as the Electronics and Communication Equipment 
programme. ) 


SHIps: This programme includes destroyer escorts, frigates, minesweepers, air- 
craft carriers, and other floating equipment, and ship components such as 
hulls and superstructures, propulsion machinery, boilers, condensers, heating 
and electrical systems. Reconversion, refit and repair of ships are also in- 
cluded. Armament and electronic gear are excluded. 


TANK-AUTOMOTIVE: Included in this programme are tanks and vehicles of both 
armoured and non-armoured types. Cars, trucks and buses and their com- 
ponents, such as tires and tubes, are included. Excluded are armament and 
electronic equipment. 


FUELS AND LUBRICANTS: This programme includes petroleum, gas, coal and coke, 
and their products, principally aviation turbine fuel and gasoline, motor 
vehicle gasoline, and heating fuels. 
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CLOTHING AND EquipaGE: All items of personal clothing, including footwear, 
and of personal equipment, such as mess kits and steel helmets, are in this 
programme. 


CONSTRUCTION: This programme includes all construction contracts for building 
structures, runways, etc., as well as for consultant services, repairs and 
maintenance. Most of these contracts are placed by Defence Construction 
(1951) Limited. 


Table 1-a.—Net Value of All Contracts Issued 


ee 


DO i 

Sources for which Contracts Issued 1961 1962 

$000 $000 

Department of National Defemce «0.0.0.0... cesses eet ee teeeneneeeesetetenens 528,773 536,666 
Department of Defence Production: 

Votes in Support of Defence Industry ..................:ccscseeceeenreesesseeee 15,894 9,387 
Foreign Governments: 

BIA State ic fe dscccasvcn Re eiies sates eee edad Pcs css vetdaghape gs DNTVSs oc sdmerodde esd et teats 97,516 202,887 

NN Ne I i, iS) sda adacacpundiicie nase saben aian do maaale sd namnvaannomvenaiesss 2,053 1,147 

Federal Republic of Germany .................:ccccssscesscsnrecsseersecssenseeneneene -~ 14,333 

CON GOT CRO VORTTIBTIES: 5c chosa se dacecet areata tence MIRE sas csceeadisoracoterensaas 1,006 T2535 
rey RETR PRIN oe os tanh feces ces ecole bhgusbae coudenaenn ronan by ebeavaeies=s eis sta 9,855 24,981 
et Ns pM LES A. ce ws kay ontipe he RM AHAB OL Uiile ati keases'aaecoi 5,611 985 
ia ca tc teas ritsecsbesvnndeir eshte seacnbndabnastidecee avin AUR oan he ests vce tai haE PRES 660,707 797,639 


Table 1-b.—Expenditures Against All Contracts Issued 


Sources Paying the Contracts 1961 1962 
$000 $000 

Department of National Defence ...............ccccesseseeceeenenenneneneneresseneneeseasees 622,535 606,374 
Department of Defence Production: 

Votes in Support of Defence Industry ...........cccccecccnneseneeeeeeneenees 7,544 8,971 
Foreign Governments: 

MPa UME he ars ck ents leo tesa eto ich ove Nendaliesncenn vopepanseinteeine 93,181 127,747 

el ss Nhe paler ra ree eat osmadanats calaaanmaes basa mianeunastvente 2,374 1,213 

Federal Republic of Germany. ...........c..scescsssesoosscenpaescessnessvnagenonners 10 4,361 

ett ee Oe Sete) toe 1 eens Oh CAL Ry NEC ROAL ate MRR cnt: ep eePma 4 Cer ers 7199 2521 
We BUNCE eT TED A108 oss nc oops das noaenecater ste es oes vorad to vo gn acdabgnings ads upsdneschevbnens 11,420 9,214 
ATTN 8 Meer ene Ue oe Ps ens ot oa ntlegnigcrscaagre soa tonad cviiteatos mnnnete skate 4,438 4,224 
FUSER roe eae erate ee tetnes thes ded ah nr csah ne aauana ds oni vncliueacoteing Saneoiraeeed vba 742,301 764,631 
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Appendix F—Continued 


Table 2-a.—Net Value of Canadian Government Defence Contracts 


1962 
United Other 

Programme Canada States Britain France Countries’ Total 
$000 $000 $000 $000 $000 $000 
Alvoratt)) 2). 22 sion0 oes ee 186,734 16,447 1,855 3 ZiZat 205,252 
Armament © 25),.0:..%..28 Bare. & 14,517 3,120 250 7,576 4 25,466 
BlCCtromiee ke te 73,033 8,500 671 382 200 82,785 
Shins. C05... .:) cet. RR a, 27,351 253 185 — 51 27,841 
"PARK OULOIMOUIVE «5... ocgunabbiass sick 1,182 804 671 45 221 8,924 
Fuels and lubricants .................... 38,057 11 163 85 289 38,605 
Clothing and equipage ................ b pay ple 8 80 5 8 12,814 
Constiiiction (h52 eee 38,125 —— -— — 1,318 39,443 
Other “Weiss PE eee 88,811 2,973 1,297 1,334 1,104 95,536 
TOtalQay Fe ins erase ee ves c te: 486,523 Aa Wy Re 5,171 9,446 3,408 536,666 

1961 
United Other 

Programme Canada States Britain Countries Total 

$000 $000 $000 $000 $000 

AirGratt Vth hctissss eocac ees 110,371 1322 940 60 112,693 
Atmameént Avra iy® aud 8,028 2,676 1,014 94 11,812 
Blectroniest wcities eetanehvds 110,513 9,729 1,510 841 122,593 
SIDS iinet Ng ei ue 25,374 892 319 ca? 26,585 
Tank-automotive 4......000c0-.sedeovenees 10,227 16 363 375 10,981 
Fuels and lubricants ..........0...0..... 48,579 10 117 264 48,972 
Clothing and equipage ................ 1,772 59 58 8 11,897 
COnsiiiCtion TEE Ler ne 89,815 — — 857 90,671 
COUR Gr Ber Ey i 87,055 2,043 701 2,141 92,569 
Total ss Aedes eee aie eee ee ae 501,734 16,747 5,022 5,270 528,773 


Bit LA A: Mae SN ASG RR ere A ele MNO Ne ine 2 le ak ede 
@) Less than $500. 
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Appendix F—Continued 


Table 2-b.—Expenditures Against Canadian Government Defence Contracts 


1962 
United Other 
Programme Canada States Britain France Countries Total 
$000 $000 $000 $000 $000 $000 
Led a ere 171,536 17,702 Lode 3 82 190,900 
PBA sn nd hey ther sandsvnicssinesnel 13,163 1,779 990 12 4 15,948 
BECP onc cncsctegh te -csyestssosessnnanp 97,127 14,327 1,501 382 200 113,537 
BTN RR ASE Bases canes gig assesses nics ny 52,347 741 414 — oo 53,503 
Tank-automotive « .................0. 8,133 826 563 45 250 9,818 
Fuels and lubricants .................... 37,261 8 73 85 284 37,711 
Clothing and equipage ................ 10,615 65 74 5 4 10,763 
eTUCHON oe re ee eccee ee 79,646 -- — — 15555 80,802 
EEA isc ibace torent esis eeder yess 87,782 2,207 959 I ie 1,093 93,393 
aay ae sta 9p bie AE A ei ADRS ARES OE Ra aA SANA NE NAN OCA ARLES Be GPR RES a RA PLE EA 
PE Agta sch earn gee assyuanwcetine 557,612 37,655 6,152 1,883 3,072 606,374 
CG EG Sas a aT TaD a a anv sn eR cane ec el RUN my Weed ees RAVE oh ee RE a SE PS 
1961 
United Other 
Programme Canada States Britain Countries Total 
$000 $000 $000 $000 $000 
ORE oc hier mnie ietstsahee sania 193,953 24,742 2,988 70 2215751 
Tt in 11 Oe eee oe aan 0 ae ee 17,028 3,039 2,896 94 23,057 
Se EN | en ee ee 101,452 20,106 1,439 841 123,838 
ee) AE SRE OR RO ERI 44,835 763 380 — 45,978 
Tank-antomotive ........sccor..........: 7,590 43 403 a15 8,411 
Fuels and lubricants .................... 37,695 8 88 256 38,048 
Clothing and equipage ................ 7,049 3 46 6 7,103 
COBISITUCTIONE 5 oo Cc usthantys ekvdeieedes 67,123 — — 17 ct 67,106 
RR Ee. aia bichandusiniPevenacacds 80,470 3,138 850 2,784 87,242 
Deeg ES VEE SST FE NES Ms TA OCF ATM lS a kok RES A es ell Saeco nT Ror Nene ten SF 
08S ES 1s INR SR en Coen pen ee 557,195 51,842 9,090 4,408 622,535 


a SS 
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Appendix F—Continued 


Table 3-a.—Net Value of Foreign Government Prime Contracts 
Placed in Canada 


1962 
United West Other 

Programme States Britain Germany Countries Total 

$000 $000 $000 $000 $000 
RIP CEIEL  t ciccca ua eee ee ae 149,708 se 1 102 149,811 
WATIMAIRIOTIC' Weer teeseccrcon ettiotes 6,916 446 10 357 7,730 
POC ITORNICE yo ynecrs vain. snereunen cee «once 37,581 232 14,280 6,438 58,531 
Fuels and lubricants .................... 2,234 — — i 2,234 
OOMSEPUCTIOND Scucsusrcetivas (kavetesurcunet os 3,435 — — — 3,435 
859 PCs gen ae da ge ch MNES IR 3,012 468 42 356 3,879 
pia 2) WNP pie mE Mm AAI Lede a 202,887 1,147 14,333 13253 225,620 

‘®) Less than $500. 
1961 
United Other 

Programme States Britain Countries Total 

$000 $000 $000 $000 
Pgs 6: | os ee, 4) ANDRO 32,206 33 333 Sets 
Fag rie Vy os tigi AAR ROMURREs <b AeRDRATE eT EL 6,249 110 156 cr 6,203 
RISC IPOMCS assoc ierincsaerscane 32,423 1,326 600 34,350 
Fuels and lubricants ..............0.0... 8,615 — —_ 8,615 
COOUSUTTIORIONL ect aiacipnessackevcist steosees 15,067 — —_ 15,067 
CHOU TAT carinceses eee laweasstuneesnie 2,954 584 228 3,766 
MERA iboats ige ai eiapaclcchirtiiktys 97,516 2,053 1,006 100,574 
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Appendix F—Continued 


Table 3-b.—Expenditures Against Foreign Government Prime Contracts 
Placed in Canada 


1962 
Cee ida nl re tg hl eer ee 
United West Other 
Programme States Britain Germany Countries Total 
$000 $000 $000 $000 — $000 
Pepe cM RRS 2a Seen ety year 71,817 16 1 200 72,035 
PRPIMRIIOUEG insccsinsseslteneecaets suche ase cvenss 5,820 265 10 368 6,462 
Pe Scere toc cadestces ces 33,677 471 11 463 34,624 
Fuels and lubricants .................... 4,626 — -— — 4,626 
Construction» viscccasis cosreasesdevive. 9,275 — -- — 9,275 
SNE iy. Co celu anette inci seaee 2,531 461 4,339 1,496 8,826 
Meee per ina tein nine eye enn edness aren ee i eee 
PADRE APR Ui eo ble LE Fen 127,747 1,213 4,361 Zoar 135,849 
Keel SS Sak OIDs 7 cE a NCE ress NE AOR ee ees sn wae ann w 
1961 
Neen ee see cele rnc oaperneret raheem ane 
United Other 
Programme States Britain Countries Total 
$000 $000 $000 $000 

PEPCOIE ALA... eer Meceiies 35,858 — 247 36,105 
Peet 11 || Se aren pe tee ames 3,082 1,547 152 4,782 
BGCRROMICS 5. bncicinn 3s. GERI o cecsnveeeee 32,908 251 239 33,398 
Fuels and lubricants .................... 6,488 — — 6,488 
COTETOCHIOR isc: i Bate 13,044 — — 13,044 
0 nae ed On PO a 1,802 576 169 2,547 
ji aeeehal ARI RPMS 9. LRT EV MERSIN RAT AE ree N AABN a ENERO EE 1, PLENEINPNPNEL Mn SRE WOOL SSSR 
ERIS D Mat ee oe siesta espa tion penh unicode 93,181 2,374 809 96,364 
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Appendix F—Concluded 


Table 4-a.—Net Value of Contracts to Assist Canadian Defence Industry 


Category of Assistance 1961 1962 

$000 $000 

Care, maintenance and custody of Crown owned standby defence assets 204 293 

Capital assistance oe tre. ten sssscssecmscn crete Rete meet ac nsec ot ce csuenaes fancshsia eee ee atl ces 116 92 
Establishment of competitive production capacity through absorbing 

certain preproduction and tooling costs .... 2MU% cc cca.c..<..4e MMe ccseenssses 1,370 245 
Establishment of qualified sources for the production of component 

POLS ANG TARO LIAIS aio once 3gh Mi ode nsay teases css RMN. ashc segde oO alice 360 291 


To sustain research and development capability in Canadian industry in 
order to assist the Canada-United States development and produc- 


MON SDATINEDrOgranwMNe<....io.sceeni ed essendssvisssspcc deco a eiees ee 13,844 8,466 
ORRR IG 0 shvcicn scuba Bs eis MMR ea OM ea ts) Ms ry 15,895 9,387 


Table 4-b.—Expenditures Against Contracts to Assist Canadian Defence Industry 


Category of Assistance 1961 1962 

$000 $000 

Care, maintenance and custody of Crown owned standby defence assets 806 1,056 

CADE Al ASRISEANICO! 20.2 os fcacccmcsetcniaoces ene eaecicenine cea ae PRO eae 923 153 

Establishment of competitive production capacity through absorbing 

certain preproduction and tooling@/costs ...............0.dce ee larecceet 678 703 
Establishment of qualified sources for the production of component 

PPE CE PATIL STVAL OL TAB ois cB ARE ON cd plc svenshalciie so NO sca 499 279 


To sustain research and development capability in Canadian industry in 
order to assist the Canada-United States development and produc- 
TOP SATIS TORT AMIN ead sl ha ee aye tae A a 4,637 6,781 
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Appendix G 


Report to the Minister on the 
Audit of the Accounts of the Department 


for the year ended March 31, 1962 


Ottawa, November 1, 1962. 


The Honourable Raymond O’Hurley, 
Minister of Defence Production, 
Ottawa, Canada. 


SIR, 


An examination having been made of the accounts maintained and the financial 
statements prepared by the Department of Defence Production for the year ended 
March 31, 1962, I now report that in my opinion, 


(a) proper books of account have been kept by the Department; 
(b) the financial statements of the Department 


(i) were prepared on a basis consistent with that of the preceding year 
and are in agreement with the books of account; 


(ii) in the case of the balance sheet, give a true and fair view of the 
state of the Department’s affairs as at the end of the financial year; 


(iii) in the cases of the statements of expenditure and of receipts and 
the summary of transactions in surplus arising from trading opera- 
tions, give a true and fair view of the operations of the Department 
for the financial year; and | 


(c) the transactions of the Department that have come under my notice have 
been within the powers of the Department under the Defence Production 
Act and any other Act applicable to the Department. 


In accordance with established governmental practice, the Crown owned 
capital assets for which the Department is accountable are carried on the balance 
sheet at cost, without showing any deduction with respect to depreciation. 


Yours faithfully, 
A. M. HENDERSON 
Auditor General. 
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Appendix G—Continued 


Exhibit I 


Summary of Transactions in Equity of 
Government of Canada Account 


for the year ended March 31, 1962 


Balance at ori Lor 9G) calc ea ore ees 


Additions: 
Assets acquired from appropriations .................... 


Transfer of assets from other departments and 
STOW BRENCIES CR eee eee aa 


Increase in working capital advance to the Ca- 
nadian Commercial Corporation ($5,000,000 
less $2,000,000 refund per Exhibit IV) ............ 


Reductions: 
Receipts from sales, etc., Exhibit IV .................... 


Transfer of surplus assets to Crown Assets 
Disposal. Corporatiotines iia. seca eee 


Decrease in fixed assets in custody of Canadian 
Arsenals’ Limitéd 4.0.c5.4.a7e.sc.c eae 


Transfer of assets to other departments and 
COWND “ARENCIES I 5... is.cceeancecs i AM coe 


Assets written off due to completion of contracts, 
dismantling, ) ete). hdc bee 


Accounts receivable written off as authorized by 
Parliamentatys Vote 710) «3.0... cee ae 


Balance. at’ March 31, 4962.6... ae bp le ek 


58 


$ 234,831,770 


519,622 


2,592,197 


3,000,000 
$ 240,943,589 


1,501,159 
8,830,154 
524,062 
485,494 
335,418 


5,846 
11,682,133 


$ 229,261,456 


Vote 
67 


68 
and 
690 


69 
and 
507 
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Appendix G—Continued 


Statement of Expenditure 


for the year ended March 31, 1962 


Departmental administration 

ALATION SEN recrsl.. Mo. csisitiesi et 
TAViRE VANOWANCES is), cccucdisumartiisiitias 
Ae ANNs ti oe 48, hc nL oe 
Office stationery, supplies and equip- 

8 vey 4 Kee baa ad aa onae ae en ah er OD a en 
Telephones and telegrams .................... 
Professional and special services ............ 
MRM oe sce ta vy teach ac ony se gasens ce Veale an oye 
Freight, express and cartage .................. 
Rental of office accommodation ............ 
Publication of departmental reports and 

Oiec atetiak vce certs 
PeURTIEL ETO Fn oth ces ghrca serrated 


Care, maintenance and custody of standby 
defence plants, buildings, machine tools 
and production tooling .....................6. 


Capital assistance 
Capital account— 
Construction, improvements and ac- 
GUISIIG OC AOR fn we sde iar neoeee 
Rel OMetibr Shes eho pe ey 
Establishment of production capacity 
Income account— 
Establishment of production capacity 


Grants to municipalities in lieu of taxes .... 


Establishment of qualified sources for pro- 
duction of component parts and ma- 
terials 

MARDI PP ACCOUEE ul ticuatetecciprosanesiees tt 
POI ACCOUINE rasan ctu ue ena th Avena ie 


59 


$ 8,297;919 


157,677 
306,608 


266,350 
205,141 
110,981 
62,464 
15110 
ya He 


1,531 
70,919 


627,227 
131,059 
18,067 


933,644 


9,700 
364,824 


Exhibit Il 


$ 9,495,037 


877,016 


1,709,997 


119,474 


374,524 


72 Sustainment of technological capability in 


and Ganacian MOustry ce ghee ee 

624 

73 Defence Construction (1951) Limited— 
AGIOS ARO 0 Caen ae a Ch 


Canadian Arsenals Limited— 
74 and Administration and operation ................ 
691 


Ia Construction and improvements .......... 
1S ESQUIPINIOUIA POR Oot ee ot okie var 
Statutory 
Minister of Defence Production— 
Salary ays Naar Wee emer A Lg gin ls a 


Refund of prior year’s rental revenue ........ 


Total expepditure.. iiis:an.. aeumen, \ seared 
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28,455 
262,092 


15,000 
2,000 


4,672,046 


$ 3,459,615 


3,169,725 


290,547 


17,000 
91935 


$24,194,134 


Appendix G—Continued 


Exhibit [IV 
Statement of Receipts 
for the year ended March 31, 1962 
Receipts on Income Account— 
Sales of surplus Crown assets ..............0004 $ 9,627,987 
PRE TITT OF EVESUIDIOTIES hn icc Cvesias ian sen snes cane 4 3,924,658 
Rentals of buildings and equipment ............ 278,778 
Refunds of previous years’ expenditure ........ 6,074 
DUCT OO eal tae Oi anos dees sh tars allio yale oc, 
$13,842,854 
Receipts on Capital Account— 
Sales of plant and equipment by the Depart- 
TUMGINE TAI aan cose yadee setae tedeed: 1,472,438 
Repayment of’debentures ...c00/50..07 785. 22,455 
Recoveries of advances and accounts receiv- 
BNSC ee gic eT acne cay ese 6,266 
Total per TEXniDiG TT oo: «teens LOL So 
Repayment of working capital advance, 
Canadian Commercial Corporation ...... 2,000,000 
. 3,501,159 
$17,344,013 
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Appendix G—Concluded 
Exhibit V 
Summary of Transactions in Surplus Arising 
from Trading Operations, Revolving Fund 


for the year ended March 31, 1962 


Balance: at. April P96 8 cise aN $ 184,975 
Additions: 
Sales, less cost of materials sold— 
COQ ED, SSIES toe sons ei aie lh seein anne tes $ 34102 
CiOUi Wk Ostion males. Lemma 3,001 
—___ 1,801 
Strategic materials, Sales 2.50.06. cs, D319 515 
Strategic materials, Cost of Sales .......... 2,078,763 
——_—- 240,752 
Munitions and components, Sales ........ 903,344 
Munitions and components, Cost of 
SEL SP SO aE Ra ARS 903,344 
Research and development, Sales .......... 290,714 
Research and development, Cost of 
Sales i.c) 620i cou  A, « AB RS 290,714 
Shipbuilding components, Sales ............ 79,898 
Shipbuilding components, Cost of Sales 79,898 
427,528 
Reductions: 
Warehousing and other expenses—Cloth 
DN ABER islet tt res cd ull isin ya ALR By 2501 
PRONG Cee Ree soils Leia eau tl Laly (em 121,806 
DUNCIIOS © Ve le Ane ieee a ee ah oat 4,593 
131,700 
Warehousing expenses—strategic materials .. m Pas ts i | 
137,257 
Balance at March’ S31. 106) often Ae $ 290,271 
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Marcu 31, 1964 


MAY IT PLEASE YOUR EXCELLENCY: 


I have the honour to submit to Your Excellency the Report of the 
Department of Defence Production for the calendar year 1963. 


A summary of the operations and services rendered by this 
Department, under their respective headings, is laid before Your 
Excellency. 


Respectfully submitted, 


Minister of Defence Production. 
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Marcu 31, 1964 


The Honourable C. M. Drury, P.c., C.B.E., D.S.0., Q.C., M.P., 
Minister of Defence Production, 
Ottawa, Ontario. 


DEAR SIR: 


I have the honour to submit the Report of the Department of 
Defence Production, which covers the operations and services rendered 
during the calendar year 1963. 


Yours faithfully, 


OOO 


4 
Deputy Minister. 
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Responsibilities and Organization 


NDER the provisions of the Defence Production Act!, by which the Department 

of Defence Production was established on April 1, 1951, the Department has: 

(1) exclusive authority to procure the goods and services required by the 
Department of National Defence, and 


(2) the responsibility to ensure that the necessary production capacity and 
materials are available to support the defence production program. 


The Department also has responsibility for defence development and produc- 
tion sharing with the United States, for defence production export activities with 
other Allied countries, and for armament co-operation within NATO. It co-operates 
with other Government departments to promote and strengthen the research 
capability of Canadian defence industry. 


Canadian Commercial Corporation utilizes the services of the Department to 
assist it in obtaining foreign defence business for Canadian industry. The Depart- 
ment does the procurement for the Corporation, which is a Crown company 
primarily responsible for the purchase in Canada of defence goods required by 
other governments and of supplies needed to meet Canadian commitments under 
the Colombo Plan and other international agreements. 


The organization of the Department, which had 1,611 employees on strength 
at the end of 1963, is essentially as follows: 


Five production branches responsible for obtaining defence supplies 
requiring specialized production facilities and for the direct implementation 
of the defence production sharing program and other overseas exports of 
military equipment. These were the Aircraft, Armament, Electronics, Machine 
Tool and Shipbuilding Branches. 


A General Purchasing Branch, which included district purchasing offices 
in fourteen cities across Canada, to procure the supplies and services not 
normally requiring special production facilities. 


An office in Washington, U.S.A., maintained liaison with various United 
States Government agencies, and was actively involved with the defence 
production sharing program, handled procurement from the United States 
Armed Services, and directed a sub-office at Wright-Patterson Air Force 
Base, Ohio. Eight production sharing liaison offices are located in the 
United States. 


An office in London, England, conducted procurement activity in Britain. 
A small sub-office located at Prestwick Airport, Scotland, expedited certain 
repair and overhaul activities. Sub-offices in Paris, France, and Koblenz, 
Federal Republic of Germany, handled the normal procurement in those 
countries. 


1 Revised Statutes of Canada 1952, Chapter 62, as amended. 
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The International Programs Branch co-ordinated the Canada-United 
States program as well as activities associated with NATO research, 
development and production programs and other overseas defence exports. 

Seven advisory and service branches provided supporting activities to the 
Department’s main procurement responsibility. These were the Administration, 
Comptroller’s, Economics and Statistics, Financial Adviser’s, Industrial 
Security, Legal and Secretary’s Branches. 

An Emergency Supply Planning Branch continued to work on plans and 
preparations for bringing a War Supplies Agency into immediate existence 
should a nuclear war occur. 

The Management Control Group was established late in the year to 
develop long-term plans for administration of the Department and exercise 
program control on behalf of the Deputy Minister. 


Two defence production attachés were maintained in Europe. One was 
located in Bonn, Federal Republic of Germany, the other at the Canadian Embassy 
in Paris. They assisted Canadian industry to participate in European defence 
requirements. 


The Department was represented by two members on the Canadian Delegation 
to the North Atlantic Council in Paris, France. These members were responsible 
for liaison with other national delegations and with the NATO international staff, 
and for making the Canadian viewpoint known on defence production matters of 
common concern to several members of the Alliance. They represented Canada 
on the NATO Armaments Committee which, in turn, controls a wide variety of 
expert working groups. 


Military construction is the prime responsibility of Defence Construction 
(1951) Limited, a Crown company reporting to Parliament through the Minister 
of Defence Production. 


In addition to Canadian Commercial Corporation and Defence Construction 
(1951) Limited, three other Crown companies report to Parliament through the 
Minister of Defence Production. These are Canadian Arsenals Limited, Crown 
Assets Disposal Corporation and Polymer Corporation Limited. An account of 
the activities of the five associated Crown agencies is contained in their respective 
Annual Reports. 


Implementation of Recommendations by the 
Royal Commission on Government Organization 


The Commission reported that “The Canadian Commercial Corporation is 
essentially a convenience to other governments (foreign). Its operations are integral 
to those of the Purchasing Department with which it is associated. While its con- 
tinued existence as a legal entity may be useful, no purpose is served by a separate 
management and staff.” This recommendation was implemented in November 1963 
and the management and staff have been integrated with the Department of Defence 
Production. The legal entity of the Corporation has been maintained. 

In August 1963, in accordance with another recommendation of the Com- 
mission, the control and supervision of the following units of Public Printing and 
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Stationery were transferred from that department to Department of Defence Pro- 
duction: the Procurement Purchasing and Stores Branch, the Production Branch 
and the supporting services in the Secretary’s Branch, the Administration Services 
Branch and the Financial Services Branch. A pilot program of integration, for the 
Branches other than the Printing Bureau, was outlined and is being put into effect. 

The Department is carrying out studies in respect to other recommendations 
of the Commission dealing with the integration in the Department of purchasing, 
supply and warehousing activities of departments other than the Department of 
National Defence. 
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Production and Procurement 


Defence Contracting—1963 


“het having a total net value of $682.0 million were issued in 1963, a 
decrease of 14.5 per cent from the total of $797.6 million in the previous 
year. The net value of contracts is the total of new contracts issued as well as 
amendments of purchases that increased or decreased the value of existing contracts. 

The largest group of contracts, having a net value of $522.3 million, was 
issued for the Department of National Defence. This is 2.7 per cent less than the 
value of such Canadian Government defence contracts issued in 1962. 


Contracts Placed on Behali of the Department of National Defence 
and Related Expenditures 


Contracts Placed 
(Net) 
Abroad 


In Canada 
Expenditures 


Abroad 
In Canada 
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Foreign government defence (and a small amount of non-defence) prime 
contracts placed in Canada through Canadian Government agencies totalled $135.2 
million last year, of which $96.9 million was for the United States, $16.4 million 
for Australia, $12.5 million for India, $3.3 million for Italy, and $1.4 million for 
Britain. The corresponding value of government prime contracts of other nations 
placed in Canada in the previous year was $225.6 million. 

Contracts issued against this Department’s Votes to assist Canadian defence 
industry had a net value of $11.3 million in 1963, compared with $9.4 million in 
the preceding year. 

In addition to the above groups of contracts, a total of almost $11.6 million 
was issued for Canadian external aid and $1.5 million for a miscellany of other 
ourposes. 

These figures, and those contained in Appendix F of this Report, relate only 
to prime contracts awarded by the Department of Defence Production and its 
associated Crown companies, Canadian Commercial Corporation and Defence 
Construction (1951) Limited. They do not include prime contracts placed directly 
with Canadian contractors by foreign governments and subcontracts placed in 
Canada by United States and other foreign defence contractors. Further reference 
to these direct prime contracts and subcontracts, which are reported to the Depart- 
ment by Canadian companies, is contained in the sections of this Report covering 
the defence production sharing program and Overseas defence exports. 
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The requirements of the Department of National Defence for aircraft, aircraft 
equipment and related services resulted in the placement of contracts by the 
Branch in 1963 having a net value of $180.1 million. Contracts placed on behalf 
of foreign governments amounted to $56.4 million. Departmental funds in the 
amount of $23.1 million were committed to assist Canadian industry with the 
development, pre-production engineering and qualification of new products. 

Production of the CF 104 super Starfighter aircraft for the Royal Canadian 
Air Force was completed during the year and deliveries of F104G aircraft for the 
Canada/U.S. Mutual Aid program commenced. A total of 140 F104G aircraft, 
together with ground support equipment and spares are being manufactured in 
Canada for the latter program. The production in Canada of equipment for installa- 
tion in these aircraft, including inertial navigation systems, position and homing 
indicators, automatic flight control systems and pyrotechnics was continued through- 
out the year and showed a satisfactory domestic content. 

Twenty-two CF 104D trainer aircraft were delivered to the Royal Canadian 
Air Force and a contract for an additional 16 aircraft of this type was placed. 

In December the first of 190 CT-114 TUTOR primary jet trainer aircraft 
was delivered to the Royal Canadian Air Force. Development of the prototype 
CT-114R advanced systems trainer was completed during the year and together 
with the prototype CT-114 TUTOR was demonstrated in several NATO countries. 

Fifty-four Caribou I aircraft were delivered to the U.S. Army during the 
period. Two additional orders for 34 Caribou I aircraft were received from the 
Governments of India and Australia. 
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Four CHSS-2 (Sikorsky) helicopters were delivered to the Royal Canadian 
Navy for use in the anti-submarine warfare role. A further quantity of five of these 
helicopters which will be assembled in Canada are scheduled for delivery early in 
1964. An order was placed for 12 Vertol CH-113A heavy helicopters for operation 
by the Canadian Army as troop and equipment transports. 

Production of the J79 turbo-jet engine for the CF-104 and F-104G aircraft 
was maintained throughout the year with a total of 134 engines produced. Qualifica- 
tion tests of the Canadian produced J85 engine were completed, and deliveries of 
this engine for the CT-114 TUTOR aircraft commenced on schedule. Further 
orders were placed for a total of 61 T58 engines for installation in the CHSS 
(Sikorsky) helicopter for the Royal Canadian Navy and the Vertol CH-113A 
helicopters for the Canadian Army. 

Development and production sharing activities were accelerated during the 
year. The Branch arranged for the presentation of “Procurement Symposia” in 
Canada by several major United States defence contractors and, together with 
representatives of Canadian industry, Branch personnel visited a number of United 
States firms to brief them on the capabilities of the Canadian aircraft industry. 
The Branch participated in several NATO Working Groups and, in conjunction 
with other Branches, took part in bilateral discussions on research and development 
projects with the British, French and German Governments. 


Contracts Placed by the Aircraft Branch 
on behalf of the Department of National Defence 
and Related Expenditures 


Contracts Placed 
BAB ae (Net) 


Expenditures 
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1960 1961 1962 1963 


Nine shared development projects involving Crown assistance were under 
contract and several others are being considered. Interest in the PT 6 turbo-shaft 
engine, which has completed its 150 hour qualification test, has continued and 
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many preproduction engines have been made available on loan to United States 
fixed and rotary wing aircraft manufacturers. Following a feasibility study, cost 
sharing arrangements were completed with the British Government for the develop- 
ment and evaluation trials of the CL 89 Surveillance Drone. Production of a proto- 
type quantity of the Caribou II turbine powered aircraft for evaluation by the 
United States Army proceeded under a cost sharing arrangement between the 
United States Army, the Canadian contractor and this Department. The United 
States Navy continued supporting the development of a Canadian 600 h.p. 
stationary gas turbine engine for small marine craft and dockyard application. A 
development contract for a Tilt-Wing Deflected Slipstream Vertical Takeoff and 
Landing aircraft aimed at satisfying anticipated United States Tripartite and NATO 
requirements was placed in mid-year. Arrangements were completed for the 
development, design and construction in Canada of a 180 ton prototype hydrofoil 
ship (FHE) for the Royal Canadian Navy. 


The requirements of the Department of National Defence for aircraft repair 
and overhaul resulted in the placement of 246 contracts valued at $68.4 million. 
The replacement of older type aircraft by smaller quantities of modern high 
performance aircraft for the Royal Canadian Air Force and the Royal Canadian 
Navy resulted in decrease of activities on repair and overhaul. 


Armament 


Contracting for Canadian defence requirements for weapons and ammunition 
amounted to $11.9 million, a decrease from the amount of $23.5 million the 
previous year. 


Among the major items under production in Canada for the Canadian Armed 
Services are 105 mm tank ammunition, smoke grenades, practice bombs, 7.62 mm 
rifle ammunition, underwater sound signals, and torpedoes. Deliveries continued 
during the year on SSII and ENTAC missile systems from France. Present require- 
ments on a range of pyrotechnic stores, 7.62 mm blank and tracer ammunition, 
and several types of 370 calibre ammunition for naval guns were met. 


Contracts amounting $15.0 million were received by Canadian firms for 
United States armament requirements such as small arms ammunition, mines, 
artillery fuzes, missile casings, propellants and explosives. 

Canadian funding continues to support armament development programmes 
with export potential. 

In the space field the Branch supported the establishment by industry of a 
new rocket propellant facility in Winnipeg and is continuing its support of the 
Black Brant atmospheric research rockets. 

In NATO Working Groups the Branch participation included attendance at 
meetings on Internal Ballistics, Propellants and Explosives, Landmine Warfare, 
Protection against NBC Warfare, Optical Instruments, the Mark 44 Anti-Sub- 
marine Torpedo, and the M72 light weight anti-tank weapon. In addition, orders. 
have also been placed in Canada for optical sighting instruments. 
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Interest in a number of Canadian defence products was strengthened as a 
result of Branch participation in bilateral trade discussions with Britain, the 
Federal Republic of Germany, and France. 


Contracts Placed by the Armament Branch 
on behalf of the Department of National Defence 
and Related Expenditures 


Contracts Placed 


(Net) 


Expenditures 


7.) 
we 
8 
—~ 
~ 
Le) 
A 
Poe 
98 
7) 
rR 
Ae) 
"= 
— 
—_— 
= 


1960 1961 1962. 1963 


Electronics 


During 1963 contracts valued at $92.3 million were placed by the Electronics 
Branch for Canadian defence requirements, and $39.1 million for the defence 
requirements of other governments. In addition, subcontracts from external prime 
contractors were placed in Canada for $29.4 million. 

Actual expenditures in Canadian industry on defence electronics contracts 
amounted to $90.6 million for Canada and $47.3 million for other governments. 
A significant proportion of Department of National Defence expenditures was for 
the leasing of telecommunication circuits. 

Expenditures against the Development Assistance Vote in support of the 
Canadian electronics industry have risen from $1.9 million last year to $4.4 million 
this year. In particular, airborne navigation equipment, computer ancillaries, and 
sonobuoys have been exported in quantity, while pilot quantities of beacons, 
microwave tubes and radio receivers have been sold abroad. Continued financial 
support to Canadian industry is being given for development work in airborne 
communications, navigation, anti-submarine warfare equipment for application to 
all types of aircraft, including helicopters, and tactical radio communications, the 
latter having sales potential in the United States, Canada and Britain. 
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The Vote to assist the establishment of Canadian sources continues to provide 
essential support to military electronic component manufacturers in Canada. This 
program is fundamental to achieving maximum Canadian content in defence 


procurement of electronic apparatus and systems and additionally helps to qualify 
Canadian contractors for export bidding. Expenditures in this area totalled $472,000 
in 1963 as compared to $279,000 in 1962. 


Canadian radar manufacturers are engaged mainly in the production of 
countermeasure equipment, counter mortar radars for the Canadian Army, and 
radomes. Studies are continuing on designs of future generations of radars as a 
result of co-operative development agreements with a number of our NATO allies. 


Contracts Placed by the Electronics Branch 
on behalf of the Department of National Defence 
and Related Expenditures 


Expenditures Contracts Placed 
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In data processing, development work is proceeding primarily in the area of 
ancillary supplies, such as memory drums and tape readers. Export sales of these 
equipments have been encouraging. 


Sonar production has continued for both Canadian and external requirements, 
and further development work is underway for its use with existing ships and future 
hydrofoils. 


Additions to the Army’s communication project were completed and produc- 
tion carried on for an emergency network requirement. Procurement planning for 
the inter-service communication improvement program is awaiting the results 
of a systems analysis. Communications development work and production for 
export sales continued. 
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Contracts have been placed for satellites to be used for work in connection 
with the International Satellites for Ionospheric Sounding Program. These will 
contain very advanced electronics systems designed in Canada. 


Production of electronic systems for the RCAF CF104 program was largely 
completed and similar systems for the Mutual Aid Program F104G continued. 
Airborne communication, navigation and identification, and data recording equip- 
ment was produced at a steady rate, particularly for requirements outside Canada. 

Ground TACAN commenced operations with the completion of the RCAF 
Control Tower installations, and installation of radar and communication equip- 
ments for use in the CADIN system progressed satisfactorily. 

Hand-over of USAF-financed and manned Pinetree Sites to the RCAF was 
completed during the year. A greater proportion of maintenance requirements was 
assumed by the RCAF and there has been a corresponding decrease in commercial 
contractor support. 

Branch officers participated in numerous NATO co-ordinating meetings and 
were actively engaged in fostering the sale of Canadian produced military equipment 
to various European countries. 


Shipbuilding 


During 1963 work progressed on the construction of warships, a tanker supply 
vessel, scientific vessels and auxiliary vessels. 


In the Repeat Restigouche Programme of six destroyer escorts, following the 
delivery in October 1962 of the lead ship, HMCS Mackenzie, three additional ships 
were completed and joined the Fleet during 1963. They were HMCS Saskatchewan, 
HMCS Yukon and HMCS Quw’Appelie. Work is progressing on the remaining two 
ships of the class and it is expected that they will be completed in 1964. 

The Tanker/Supply Vessel, HMCS Provider was completed and accepted in 
November 1963. A Hydrographic Survey Vessel for the Department of Mines and 
Technical Surveys, C.G.S. Hudson, was completed and undergoing final acceptance 
at year-end. Work progressed on schedule on construction of the Pacific Naval 
Laboratory Vessel. Other new construction included a Standard Diving Tender, 
Deperming Barges, Landing Floats, Diving Floats and a Tank Cleaning Barge. 

Procurement of three Oberon Submarines from the British Admiralty was 
initiated in November 1963. The first submarine will be launched on February 29, 
1964 with completion date scheduled for the boats in September 1965, mid 1967 
and mid 1968. 


During 1963 the conversion of two destroyer escorts was completed. Con- 
version and modernization included equipping them with variable depth sonar, 
helicopter landing decks and modification in communications equipment and 
armament. Work commenced on the conversion and modernization of two further 
destroyer escorts. 


Fleet Maintenance covered the placement of 74 contracts for repair and refit. 
These varied from emergency repairs to major refits and were valued at approxi- 
mately $8 million. 
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Contracts were awarded for ship components and related requirements. A 
major area of component procurement was represented by the equipment for the 
conversion and modernization program. Procurement in this field included a 
ship stabilizer system which represents the first of its kind to be produced in 
Canada. 


Contracts Placed by the Shipbuilding Branch 
on behalf of the Department of National Defence 
and Related Expenditures 


Contracts Placed 
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Expenditures 
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Deliveries were also taken during the year for variable depth sonar hoisting 
equipment for the R.C.N. and for a Commonwealth country. 

The Naval Shipbuilding Central Procurement Agency, operating under the 
supervision of the Department of Defence Production, continued its responsibility 
for bulk purchasing, distribution and accounting associated with the supply of 
much of the equipment to be worked into vessels under construction. 

Production sharing efforts of the Shipbuilding Branch were accelerated in 
1963. Corresponding activities directed towards NATO countries were also 
accelerated. There was an increase in foreign contracts placed with Canadian 
industry in this field during the year. 


Machine Tools and Gauges 

Machine tools and allied equipment valued at $632,000 were purchased in 
1963, of which 76 per cent was required by the Department of National Defence 
to meet the requirements of the Armed Forces, and the remainder was purchased 
through Canadian Commercial Corporation on behalf of other governments. 

The care, maintenance and custody of standby Crown owned defence assets 
involved the issuance of contracts amounting to $110,253. These contracts covered 
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the cost of maintaining various facilities in standby condition or in storage, as well 
as the cost of transportation and the repair and overhaul of a number of machine 
tools. 


The inspection and technical personnel of the Machine Tool Branch continued 
to be consulted by other branches of the Department for plant surveys, time study 
reports and other technical assistance involving machine tools and general produc- 
tion capabilities. 


International Programs Branch 


Late in the year an International Programs Branch was established to 
consolidate activities of Canadian Commercial Corporation with the staff 
co-ordination work of the United States and Overseas Division of the Department 
of Defence Production. The new Branch is to provide guidance and control of all 
the elements of Departmental defence export activities. 


General Purchasing 


The principal role of the General Purchasing Branch continued to be the 
procurement of a highly diversified range of goods and services normally available 
from the open competitive market. In 1963 the Branch issued through headquarters 
and regional purchasing units, 128,590 contractual documents valued at 
$173,972,302. 


The headquarters segment of the Branch placed major contracts for such 
diverse items as heating and engine fuels; clothing; footwear; motor vehicles and 
parts; construction, excavating and road maintenance equipment; electrical equip- 
ment; canned and preserved foods; medical and dental equipment; chemicals; paint 
products; photographic equipment and supplies; furniture and appliances; paper 
products; containers; packaging supplies; cleaning equipment and supplies; hand 
tools; hardware, materials handling equipment; lamps; metal bars, sheets and 
shapes; fire-fighting, rescue and safety equipment; instruments and laboratory 
equipment; rope, cable, chain; food catering, and aerial surveys. 


The Branch participated in the preparation and implementation of standards 
outlining the minimum acceptable facilities and controls to be met by firms in the 
drug industry wishing to participate in the supply of Government requirements. 
Emergency health and welfare supplies and many requirements in support of the 
national survival program were acquired, including anaesthetics, aluminum litters, 
hospital beds, blankets, portable X-ray units, portable decontaminating apparatus, 
parkas and insulated boots, rubber water storage tanks, sirens, and mapping. 


External aid procurement was undertaken for India, Burma, Pakistan and a 
number of African countries. This involved such items as turbines, mining cars, 
paper, raw nickel, bleached sulphite pulp, fertilizers, herbicides, cranes, tabulating 
equipment, power plant equipment, motor trucks and steel towers. Under the 
World Food Program, milk, cheese and salted cod fish were procured for Trinidad, 
Tobago, and the Island of Bali; flour was acquired for Indonesia under the auspices 
of UNWRA,; stoves and refrigerators were procured for UNICEF. 
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A number of research projects were undertaken during the year to improve 
purchasing performance including the extension of contract periods for clothing 
and textile purchases. 


Contracts Placed by the General Purchasing Branch 
on behalf of the Department of National Defence 
and Related Expenditures 


Contracts Placed 
(Net) 


Expenditures 
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Fourteen district offices located across Canada purchased, from sources 
within their areas, goods and services required to support the daily activity of 
regional defence establishments. These district offices processed 113,074 con- 
tractual documents having a total value of $55,941,985. In addition to their normal 
procurement functions, district purchasing agents participated in exercises, con- 
ferences and training sessions associated with the national survival program. 


The use of standing offer agreements was greatly expanded to the point 
where over 5,000 individual arrangements have been made with vendors across 
the country to supply a wide variety of items, as and when required, for a 
specified period of time. This form of purchasing has been well received by both 
the Services and the trade. 


Key officers of the Branch were active throughout the year in planning the 
organization and functions of various Branches identified with the Department of 
Industry and the proposed central purchasing agency. Late in the year arrange- 
ments were completed for the transfer of certain procurement functions and the 
staffs involved from the General Purchasing Branch to the appropriate new 
Branches being formed as part of the aforementioned re-organization. 
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Procurement by Offices Outside Canada 


The Department maintains Purchasing offices in the United States, Britain, 
France and the Federal Republic of Germany. During 1963, these offices issued 
Departmental contracts valued at $24.5 million as compared with $15.8 million 
in 1962. 

The main Overseas office, situated in London, England, issued Departmental 
contracts with British Government agencies such as Admiralty, Ministry of Avia- 
tion and the War Office, and with commercial firms in Britain. The largest contracts 
placed in Britain involved repair and overhaul of aircraft and other equipment for 
the Royal Canadian Air Force stationed in Europe and spares for tanks and 
ancillary equipments for the Canadian Army. Aircraft repair and overhaul work 
was expedited through a small sub-office located at Prestwick, Scotland. Sub-offices 
in Paris, France, and Koblenz, Federal Republic of Germany, both under the 
direction of the London office, procured normal requirements for No. 1 Air 
Division, RCAF, stationed in Europe and, to a lesser degree, other items required 
by the Canadian Armed Services both Overseas and in Canada. Continental pro- 
curement was carried out chiefly through the Governments of the countries where 
the offices are located. The Overseas offices placed contracts valued at $11.1 
million in 1963. 


The main United States office, located in Washington, D.C., handled all pro- 
curement from the United States Armed Services. Most procurement from United 
States commercial sources was made by the appropriate head office branch in 
Ottawa. Contracts issued by the Washington office in 1963 amounted to $13.4 
million. The Washington office also maintained regular liaison with a number of 
other United States agencies, handled Canadian participation in the United States 
priorities and expediting systems and supplied various types of information to 
Canadian Government officials; for example, it provided regular information con- 
cerning United States mobilization planning for the Emergency Supply Planning 
Branch of the Department. Another major activity of the Washington office and 
the Department’s personnel in other United States cities was the Production and 
Development Sharing Program. The Washington office continued to be respon- 
sible for a sub-office at Wright-Patterson Air Force Base, Ohio. 
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Defence Production and Development Sharing 


D URING 1963 the Department maintained close liaison both in the United States 
and Canada with the United States Defense Department, the Armed Services, 
and industry on a variety of matters of importance to the Production and Develop- 
ment Sharing Program. While statistics of cross-border defence production sharing 
procurement show a cumulative balance in favour of Canada at the end of the year, 
the decline compared to 1962 in United States business to Canada and the increase 
of Canadian business in the United States indicate a trend toward a cross-border 
balance in the foreseeable future. 

Research and development sharing programs sponsored by the Program 
exhibited a substantial growth rate during the year. 

In 1963, $142.0 million worth of United States defence production sharing 
business was placed with Canadian industry. This is a 44.2 per cent decrease from 
1962, due largely to a lower level of United States contracting for Canadian aircraft 
programs. The total United States defence production sharing business in this 
country during the five years of the program is $747.9 million. 

On the other hand, Canadian defence production sharing business in the 
United States amounted to $115.2 million in 1963, bringing the total for the five 
years of the program to $678.2 million. 

The Canadian defence production sharing business in the United States 
exceeded corresponding United States business in Canada by approximately $10.0 
million. The cumulative five year balance of production sharing business between 
Canada and the United States was $69.7 million in favour of Canada at the end 
of 1963. 


The level of defence production sharing activity between Canada and the 
United States is measured on the basis of definitions and statistical techniques 
approved by both countries. The classes of contracts included in the defence 
production sharing category are applied research and development, preproduction, 
production, licence agreements and technical assistance, installation (other than 
construction), and repair, overhaul and modification. The production sharing 
figures do not include contracts for “of-the-shelf” general procurement, construc- 
tion, basic raw materials, fuels and lubricants, or services (such as transportation, 
rentals and maintenance of fixed installations). Thus, it is not practical to compare 
figures measuring the Defence Production Sharing Program, which include sub- 
contracts as well as production sharing prime contracts, with data in other sections 
of this Report which relate to the prime contracting for which this Department is 
directly responsible. 

Regular monitoring and direction of the Defence Production Sharing Pro- 
gram was provided by a Committee of senior officials of both Governments. 
The Canadian members included representatives from the Departments of Defence 
Production, National Defence, Finance and External Affairs. The United States 
members included representatives from its Departments of Defense, Army, Navy 
and Air Force and the newly established triservice Defense Supply Agency. 
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The Department maintained close liaison with other Canadian Government 
departments and with appropriate authorities in the United States. Co-ordination 
with the Department of Trade and Commerce was continued to ensure that liaison 
opportunities provided by Trade Commissioners and trade shows in the United 
States were fully exploited. The production branches of the Department continued 
their close liaison with industry in order to maintain the level of activity in the 
program and to ensure the appropriate source listing of Canadian firms at various 
United States military agencies. 
| New editions of the “Canadian Commodities Index” and the “Guide to 
Research and Development Capabilities in Canadian Defence Industry” were pub- 
lished and distributed to the appropriate agencies and firms in the United States. 


Canadian industrial research and development projects to meet United States 
defence requirements continue to be supported. Contracts amounting to $8.8 million 
were issued in 1963 for this type of assistance, with expenditures totalling $13.7 
million during the year. Industry and other governments’ contributions stimulated 
by the Development Sharing Program have more than doubled the level of 
defence industrial research and development activity funded by the Crown. Among 
the major projects were: airborne surveillance and navigation systems, short take-off 
-and landing (V/STOL) aircraft, gas turbine engines, submarine detection, off-road 
vehicles, and lightweight missile launchers. Co-ordination of development sharing 
projects supported by the Department’s development fund is provided by an 
Interdepartmental Committee made up of representatives from the Departments 
‘of Defence Production and National Defence. 


These defence production sharing efforts resulted in significant increases in 
United States defence bid solicitation and Canadian industrial responses in the 
prime contract area. The United States Government enquiries to Canadian industry 
through Canadian Commercial Corporation rose from 8,290 in 1962 to 12,858 
in 1963, and responses by Canadian companies rose from 2,384 to 2,853. Defence 
production sharing prime contracts placed by the United States Government with 
the Canadian Commercial Corporation rose from 1,088 to 1,130, having a total 
value of $84.6 million. In the subcontract area, United States solicitations rose 
from 3,108 in 1962 to 3,385 in 1963 and responses rose from 2,624 to 2,904. 
Subcontracts received by Canadian firms increased from 1,769 to 2,075, and were 
valued at $57.3 million. Other prime contracts received directly from the United 
States Government by Canadian industry and other institutions totalled $0.2 
million. 


Such defence production sharing progress enabled the Canadian Government 
to continue to rely on United States defence industrial sources for the development 
and production of certain major Canadian defence requirements where this was 
economically desirable. 

In addition to contributing to Canadian industrial defence technology, Canada’s 
defence development and production sharing exports now account for a very sub- 
stantial part of industrial defence business. The reciprocal advantages to the United 
States and Canada of the Production and Development Sharing Program during 
1963 have been encouraging and the program has become an increasingly 
important factor in the Canadian defence industrial economy. 
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NATO Research, Development and 
Production and Overseas Defence Exports 


During 1963 considerable effort was directed toward extension of our 
program of co-operation in defence production to our European NATO allies, 
in support of the NATO program of co-operation in defence research, develop- 
ment and production and in the field of Overseas defence export activity, generally. 


The Department is responsible for co-ordination of Canadian activities within. 
the NATO program of co-operation in defence research, development and produc- 
tion and has continued to provide the Canadian representation on the NATO. 
Armaments Committee which administers the program. 


Canada has submitted for consideration by NATO groups a number of 
projects in the aircraft, armament and electronics fields. Canadian aircraft and. 
electronics firms have submitted design proposals in response to specific NATO 
requests. There has been a broadening of the exchange of information on national 
Research, Development and Production programs (RDP). On the invitation 
of Canada and the United States, four other NATO countries are participating in 
a co-operative research and development program on a counter mortar radar- 
being developed by a Canadian firm. A Canadian/Norwegian plan for joint 
production of our combined requirements of the M72 Light Anti-tank Rocket has 
been approved as a NATO program. Other NATO countries have been invited 
to consider participation in the Canadian/British joint development of a short 
range surveillance system using an unmanned aerial vehicle. In the NATO effort. 
to establish basic agreements which can provide a framework for co-operative 
RDP projects within NATO, Canada has submitted a proposal on inspection 
procedures which is now under consideration. | 


Within the program established by NATO defence ministers to co-ordinate 
defence requirements and logistics planning amongst the NATO allies, full recogni- 
tion is given to the necessity for bilateral arrangements within which individual 
countries collaborate in specific defence development and production programs 
of mutual interest. In this field of bilateral co-operation Departmental teams have 
visited Britain, France and Federal Republic of Germany this year to locate and 
develop opportunities for participation by Canadian industry in development and 
production programs of these countries. During these visits a number of oppor- 
tunities for the sale of Canadian defence equipment have been identified and areas 
of possible joint development have been discussed. These opportunities are being 
followed up actively by Departmental project officers, representatives of interested 
Canadian firms and by Canadian Defence Production Attachés stationed in Britain, 
France and the Federal Republic of Germany. 


Materials Supply 


The increased demands for Canadian prime metals and semi-fabricated 
materials did not affect the supply of Canadian defence, atomic energy and produc- 
tion sharing programs. Canada’s defence and related programs were again depend- 
ent on allocations under the United States Defence Materials System for supply 
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of certain metallic and non-metallic materials. New and expanded facilities which 
came into production during the year again further decreased Canada’s dependence 
on outside sources. 

During the year the Department completed its sales of tin from the Depart- 
mental strategic materials stockpile. All sales were made to Canadian consumers 
at a rate that did not disrupt the normal market. 

This year an increased number of Canadian defence and atomic energy 
contractors again found it advisable to take full advantage of the priorities, alloca- 
tions and special assistance, provided to Canadian defence contractors under the 
United States Defense Production Act and satisfactory results were obtained. 
Canada’s major defence programs were again included in the United States 
Master Urgency List, thus ensuring an equitable supply of strategic and critical 
materials to meet production schedules. 


Rmergency Supply Planning Branch 


The Emergency Supply Planning Branch made further progress with plans 
and preparations to bring the War Supplies Agency into immediate existence in 
the event of a nuclear war. The Agency would operate at national, regional, zonal 
and local levels of government. It would assume control of the production, distri- 
bution and pricing of supplies for all civilian and military purposes except for 
certain aspects of the agricultural and fishing industries. 


The stand-by staffing of the national and regional components, completed in 
1962, was maintained at a satisfactory level in 1963. Substantial progress was made 
with the organization and staffing of zonal and local components on a stand-by 
basis. 

Established research projects were continued throughout the year and some 
new ones were started. In the main, these research activities were concerned with 
surveys of the manufacturing, processing and wholesale levels of industry in respect 
of stock holdings and production capacities. 


Work was virtually completed on an official list of essential materials, and a 
priority system for essential industries was developed. 


In consultation with the Emergency Measures Organization, liaison was 
maintained with NATO agencies and United States authorities on matters affecting 
emergency control of supplies. 


The Branch conducted two courses, each of five days’ duration at the 
Canadian Civil Defence College. The first of these was attended by stand-by staff 
of the War Supplies Agency and the second by representatives of industry. The 
course for industrial executives reflected responsibilities for industrial continuity 
which were given to the Branch in 1962. Members of the Branch Headquarters 
staff lectured to over forty courses in emergency planning conducted by other 
agencies in the Ottawa area during 1963, and similar activities were undertaken 
by the various regional officers in respect of regional courses. 
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Advisory and Service Branches 


The Administration Branch continued to provide a wide range of services in 
the field of personnel administration. The responsibilities allocated to the Minister 
of Industry had a critical impact on all Divisions of the Administration Branch. 
In addition to Defence Production, these included the Department of Industry, 
the transfer of certain branches of the Department of Public Printing and Stationery, 
the transfer of Emergency Measures Organization and the Civil Defence College 
at Arnprior, integration of Canadian Commercial Corporation and elements of 
the Department of Trade and Commerce. The expansion of the Department of 
Defence Production arising from services to the Department of Industry and the 
implementation of the Glassco recommendations on Purchasing and Supply also 
had a significant impact on the work of the Branch. 


The Personnel Division, which had been staffed to service the Department of 
Defence Production, was augmented by a group of personnel officers seconded 
from the Civil Service Commission in order to provide the services of personnel 
administration required by the enlarged Departmental complex. 


The Organization and Methods Division carried out studies in eighteen major 
areas including: extension of the Secretarial Purchasing Assistant Concept to 
additional Branches of the Department, re-organization of the Personnel Division, 
elements of Public Printing and Stationery, Defence Production Procedures and 
planning of layouts for the MacDonald Building. Plans were drawn up for the 
creation of a Management Services Branch which would absorb the Organization 
and Methods Division. 

The Training and Development Division conducted courses in Contract 
Administration, Management Accounting, Industrial Organization and Management 
Control designed to support the needs of a highly technical staff. In addition many 
officers of the Department participated in outside training provided through the 
Civil Service Commission in the universities, industry and associations. Plans were 
being formulated for the special needs of the Department of Industry. 

The Office Services Division was faced with greatly increased demands in 
regard to allocation of space and structural changes in buildings. The work of the 
Division was marked by increased demands for telephones, supply of furniture and 
equipment, planning of moves and structural changes in the temporary buildings. 

The Departmental Library expanded its services under the impetus of the 
requirements of new organization. 


The Comptroller’s Branch provided the complete accounting service for the 
Department and for Canadian Commercial Corporation. Services on behalf of the 
Corporation included the operation of all bank accounts and special financial and 
accounting administration as required. Complete bookkeeping records, based as 
far as possible on commercial practice, were kept of the transactions against the 
Department’s Parliamentary appropriations and of all assets and liabilities for 
which responsibility lies with the Minister. These assets include Crown-owned 
buildings and equipment in custody of private contractors or in warehouses. Their 
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accounting involved physical identification in the field and the maintenance of a 
full inventory record by description, quantity and value. Test physical counts of 
material carried in stock at various locations were also made during the year. 

During 1963 the volume of Departmental accounting continued to increase 
with respect to F-104G and other Revolving Fund programs as well as those 
associated with assistance to Canadian industry and development of technological 
capabilities. Corporation accounting volume likewise was heavier during 1963 
due to Production Sharing and other trade expansion efforts. 

Time was devoted during the year on an increasing scale to consultations with 
respect to future arrangements concerning Department of Industry, central pur- 
chasing, etc. 

The financial position of the Department as at March 31, 1963, is shown in 
the Balance Sheet and related schedules given in Appendix G, duly certified and 
reported upon by the Auditor General. 


The Economics and Statistics Branch provided the general economic and 
statistical services required by the Department. In addition to the regular quarterly 
statistical reports on contracts under the Canada-United States Defence Production 
Sharing Program and Defence Procurement between Canada and all Overseas 
countries (excluding the United States), the Branch prepared a statistical report 
on expenditures against contracts placed under the Canada-United States Defence 
Production Sharing Program. Approximately 165,000 contracts, related docu- 
ments and some 80,000 prepunched cards on expenditures were analysed with the 
aid of data processing equipment. The work of the data processing group was 
increased in 1963 with continuing requirements for the new Department of Industry 
as well as for a variety of ad hoc projects. Senior officers of the Branch were 
involved in the re-organization of the statistical and data processing services which 
would be required for the new organization. 


The Financial Adviser’s Branch advised on the development and application 
of financial policies related to defence contracts. This involved the review of major 
contract proposals to ensure the proper application of Departmental financial 
policies. The Branch reviewed contract audit reports and assisted in resolving 
cost and profit problems arising from them. Studies were undertaken during the 
year on achieving additional incentive type contracts; the acceptability of defence 
costs and on the application of duties and sales tax to defence contracts. The Branch 
participated in reviews covering the application of overhead costs to defence work 
and on the profit position of follow-on contracts resulting from assistance provided 
under the Defence Production Sharing Program. The Branch provided informa- 
tion on contractor liability for insurance, taxes and duties and advised on related 
problems arising from contract negotiations. Applications for capital assistance or 
additional capital cost allowance (accelerated depreciation) were reviewed in the 
light of Departmental policy. Declarations of surplus items were screened for 
approval and the use of Crown equipment on non-Canadian defence work was. 
assessed for rental charges. The preparation of the Department’s estimates and the 
appropriations of associated Crown companies were co-ordinated. The Branch 
administered municipal grants made in lieu of taxes on Crown-owned defence 
plants operated by private contractors. 
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The Legal Branch advised the Department on the legal implications of its 
various activities and the legal steps required to protect the Department in its 
transactions. In so doing it provided all other Branches and the Deputy Minister’s 
Office with legal services. 

The preparation of Formal Contracts was one of the principal functions of 
the Branch during the year. Its services in this regard commenced in the pre- 
contractual stage during the negotiation of the larger and more complex production 
contracts. 

A large part of the work on Formal Contracts during the year concerned 
transactions under which Canada sold defence supplies to, and performed research 
and development for, the United States Government (under the Canada-United 
States Defence Production Sharing Program) and sold defence supplies to NATO 
governments and certain countries outside NATO. In addition the Branch 
assisted the Department in the negotiation of certain Basic Agreements which were 
entered into in order to assist other countries in procuring supplies from Canada. 

In respect of sales of defence supplies by Canada to other governments, the 
Branch was called upon to advise on the implications of patents and proprietary 
rights held by third parties in Canada or in other countries or held by other 
non-participating governments. 

In addition to Formal Contracts covering purchasing and production, Legal 
Branch prepared miscellaneous Formal Contracts which included the granting 
by the Crown of financial assistance to contractors in respect of capital assistance, 
the establishment of qualified sources for the production of component parts and 
materials and the sustaining of technological capability in Canadian industry by 
supporting selected defence development programs. 

During the year the Branch performed certain legal services for the Depart- 
ment of Industry and handled all legal work for Canadian Commercial Corpora- 
tion. From time to time the Branch was consulted on legal matters by other Crown 
agencies which report to the Minister. 


The Secretary’s Branch provided the Departments with such essential services 
as communications, printing and stationery, central registry, administrative and 
purchasing services. In co-operation with the Emergency Supply Planning Branch, 
the Secretary conducted a survey in the procurement branches to explore the 
problems likely to be encountered in accelerated buying during a period of national 
emergency. 

The Branch, in conjunction with various procurement branches and the 
Department of National Defence, revised certain follow-up procedures on defence 
contracts and participated in standardizing and simplifying invoicing instructions. 
In co-operation with the Departmental units concerned, the Branch prepared, 
edited and distributed a second edition of the Canadian Commodities Index and 
has begun work on a new Index aimed at the Overseas markets. 

The Branch took an active part in co-ordinating and introducing new methods 
throughout the Department as a result of the re-organization of the Canadian 
Commercial Corporation. 

The Branch, in association with other Departmental groups, planned the 
re-organization of those service branches of the Department which will be at the 
disposal of both the Departments of Industry and Defence Production. 
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Appendix B 
Senior Personnel of the Department 
as at December 31, 1963 


Minister 
The Honourable C. M. Drury, P.C., C.B.E., D.S.O., Q.C., M.P. 
Exetetive Assistant. to, the. Minister. 000... 0ccnionsosossnecweraaiien F. M. Wanklyn 
Deputy Minister 
G. W. Hunter 


PMB RAOUL ERIE 5 ie hol bide inyinds W. H. Huck 
PRAISE Y IVEIINISICL occ soe aks Mea abd ave dha ine inasnnnee D. B. Mundy 
PSSTS tate Le Perey INSOLE aise acess decedaae es B. G. Barrow 
Executive Assistant to the Deputy Minister ...............000... W. J. Mulock 
Production Branches 
DIL enact DOT ANCI re ee ls ie D. L. Thompson 
enuty: Director, (Auteratt Bran yh) icc cccescnap yan A. D. Belyea 
Director rrmament Branco ig yh ie lisa. con aseeys C) Da Muir 
Direstér,, Electronics .Branch! «niin ele eee J. S. Glassford 
Deputy Director, Electronics Branch ...................... S. I. Comach 
Deputy Director, Electronics Branch .............0..0.... To Cl Jones 
Director, International Programs Branch ....................... R. M. Trites 
Direeiog Machine Tool Branch, ceciide cite ll cues R. Mosher 
Director, Mechanical Transport Branch ........................8 N. B. MacDonald 
DI OCIOLS SI DOUTICIG IB GATICH 8 erage Ue iS ie coy se cial taas J. C. Rutledge 
Deputy Director, Shipbuilding Branch ..................... J. J. McKennirey 
General Purchasing Branch 
DC at ehineay tA an vert I or ch then weed cps radanerchunesnnddnunsnoariens D. M. Erskine 
TEES iBT ey 10 PO ee MORE aD PR ees an ey OTR R. C. D, Laughton 
Procurement, Purchasing and Stores Branch 
PEP 9 5, o tua poll Uf UR VEN BOL Re mROS OYE POOIBN A A RAMEOEL ECO nL BRO AI G. P. O’Keefe 
Emergency Supply Planning Branch 
BCI nae ee ea SUNS mis Ciutat layne Aen dy aN ous J. C. Morrison 
Advisory and Service Branches 
VRULs ution Uda Vuh ¢ Cc! dle: saad MIA Ada pone att ERE Crete aed R. M. Keith 
Demmiypinanclal AGViser clove eee tds ran deserve rceacee N. R. MacLean 
Director, Contracts Authorization Division .............. R. E. Sayers 
SOLARA TLS Geno CROs OUT LEG NOnE UO SEGRE RYE Sa Ana peae wea Ai G. F. Wevill 
Meri A OATE TO Mra alo Noda. ia ak omen wtinoun abonive at ¢ T. E. Brown 
MEATUS CCL GULLY. eons orcs eodatute ei Nuah aie baa os Uh J. 32, Teviin 
Rrec ips Naiminisieation | Brann (oc. eee kuehotlaneuy denon. H. R. Kotlarsky 
Daector ancustrial security’ branch cc on LG. Cragg 
Direcrora besa wBranclimuowin Leet i epee n danesendee F. F. Waddell 
Denmiiy Disectonnl coal Branch Ga Nace C. S. Stevenson 
Director, Management Control Group lnc ces A. R. Bailey 
A/Director, Economics & Statistics Branch .................05. K. L. J. Boite 
Drectanuiondonn( Pacts) OMCe ii sscnikosuneeeeeee see) P. Solly-Flood 
Bee) Ve ARTO CS ai Lae ce ninaeidadeees D. H. Gilchrist 
Canadian Government Printing Bureau 
De APE AAI AVE cs NN He Fiske Pesan ois vadtae ian leah ence hleh nneadanema bes C. B. Watt 


Appendix C 


Distribution of Departmental Staff 
as at 31 December 63 


Branch 31 Dec. 63 
Deputy Vainister’ sh. 5082.9 hej ntnasnondnenvsanas stnicmadisdnenen SORE: IOUS, OL MOR OELES. 85 
Administration i hfs 4 d548.ciclec seas eee iy eet S so PRL ee Meee eee cras 108 
ATTOLAT gal uote RD 20 ay Nn IR 20 eR 163 
Armament ous 104 20h 20 econ isin as ee ee eR ea 65 
Comptroller: $\ wa ipg agers os Gs eiccceacea ed deable ec oe0E Ow. Markt an In Cl ee a 88 
Economicss67 Statistics? ......5..eccoscoconss sane SMneehh ved 4 ee oeheal 0, AeRRUU a A. ot 
BICCtPOMICS |... .ilocsscdkesieeectantev cen eam: Mumia NE 8 ies hee ty gala 171 
Emergéney Supply {Planning +. ....c dese sande povvestoeetinyeesieccs See ERE ei 70 
Financial TAGVIser Sua sicu ec cevevese res tov oo ee ae cate salve EMR Scone dicate ee 48 
General Purchasings. 0.0165: eae ees: ides) colandeoeesécss COUR . Soar 342 
Industrial® Security Fh G6 bate a, RS, ee Beer a, ae ya) 
International Brogeais poi. gsac ages ueteeot vricn pend aS iat cee a dil Sa 51 
Legal cob... ARIE. Mss Viseseoiet tee eave iiaueceuanede coon gis ss taeeh tae eG es Ona eeRN 9 
Machine "POOL it. Wen. cite omarion Ortho mre ee teers cere Mie: st ease ae es 25 
Management ,Coptroli yy sir), 10. dee ae aoe ee sarees ae 10 
Secretary's 0. Bisis Bicester ea ieee 200 
ShipbutldistaerS AG: 00 ) o.c53, epee esee ssc ame ees tede ats eiies Paks dead nea 120 
TOTAUS pes siatl. coat. Brod: Sante sall ete. heme Amie fae. b ca 1611 


32 


Appendix D 


Crown Companies Associated with the 
Department of Defence Production 


as at December 31, 1963 
Canadian Arsenals Limited 
President and General Manager’ ?)t.:0202.2.)........0....0000s J. R. Brisson 


Vice-President 201 Gis, SSUES Ie ares G. W. Hunter 


Canadian Commercial Corporation 


|e eT Co | a a RN MEETS A a UU edtnh tah ile Gabeira M. H. Lamoureux 
Secretary and Legal Agvisety atc dh esc crncacens: F. F. Waddell 
MOTI DUNO i chee ce a enn ac UN Bi iba na G. F. Wevill 


Crown Assets Disposal Corporation 


President and General Managerochiuf) BBS... i ecm: Louis Richard 
Vice-Presidentanicave Two At SS. woe AS) sce. G. W. Hunter 
Assistant-Generali Manager of. 0 I. M. Mackinnon 
Secretary and, Legal ourisél far war Se M. J. Ellsworth 


Defence Construction (1951) Limited 


President and General Manager .....................000. A. G. Bland 
pectetary and Legal Counsel ...e)) ion vt, J. D. Jennison 
PREC AMUTOE 16.6 Oe ner cs eee Re 1 te _N. Tokaryk 


Polymer Corporation Limited 


Chairman of the’ Board ........ 222). whine oe E. J. Brunning 
President and Managing Director .......000.. ee E. R. Rowzee 
ICG TGsIGent, (User OUn e iecrr lar cer man tne tects estes: L. D. Dougan 
ViCe-PIesident, IGINANCE ne emameuepraue DAET..-ssir sees ores S. Wilk 
Vice-Rresident,, Marketing i.e. hiepeel Jornctsrtual. R. E. Hatch 
Vice-President, Research and Development .............. Dr. E. J. Buckler 
Secretary and Chief Legal Officer Pyipick.........ic2nk W. J. Dyke 


Appendix E 


District Purchasing Offices and 
Offices Loeated Outside Canada 


Addresses as at December 31, 1963 
District Purchasing Offices 


OT. COHN 8) NELD.con he Room 401, Main Post Office Building, 
Water Street. 
(P.O. Box 487). 
HALIBAX; NaS. yoo cccc eis Room 527, Federal Building, 
Bedford Row. 
(P.O (Box 1655). 


SAIN Tal OHI. Ne Bitecne +. Room 408, Sadim Building, 
Canterbury & Duke Streets. 
Len gH A JF gah ts PU NNR AUN AU Gare Maritime Champlain, 
Chemin des Foulons. 
MONTREAL, P.O), 2.020 685 Cathcart Street. 
COTTAWA, VOINT sit ccna ennae. 953 Somerset Street West. 
LORONTO: ONT oGi oo tocieees Room 1214, Mackenzie Building, 
36 Adelaide Street East. 
LONDONJ ONT os 388 Dundas Street. 
(P.O. Box 2275—Terminal “‘A’’). 
WINNIPEG, MAN. ............ Room 326 E, 344 Edmonton Street. 
REGiInw! (SASK. wo... oo. 302, New Post Office Building, 
Cornwall & S. Railway Streets. 
CALGARY (AU TAL cess Room 725, Public Building, 
8th Avenue & ist Street East. 
EDMONTON, ALTA. ........ Room 309, Federal Building, 
107th Street & 99th Ave. 
VANCOUVER, BCs Room 407, Federal Building, 
325 Granville Street. 
VICTORIAN EC Wir a Room 318, Canada Customs House, 


816 Government Street. 
Offices Located Outside Canada 


WASHINGTON, U.S.A. ..... Canadian Department of Defence Production, 
2450 Massachusetts Ave., 
(P.O. Box 4897, Cleveland Park Station), 
WASHINGTON 8, D.C., U.S.A. 
ety 0) 11 (o <eilaanaca i MCL DDP 
Wright-Patterson Air Force Base, 
OHIO, U.S.A. 
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PRODUCTION SHARING 
LIAISON OFFICES .... 


LONDON, ENGLAND ......... 


Counsel and Assistant Trade Commissioner, 
Department of Trade and Commerce, 
c/o Canadian Consulate General, 
680 Fifth Avenue, 
NEW YORK 19, N.Y., U.S.A. 


ROP/DDP 
Rome Air Materiel Area, 
Griffiss Air Force Base, 
ROME, N.Y., U.S.A. 


Canadian Department of Defence Production, 
L.G. Hanscom Field, 
BEDFORD, Mass., U.S.A. 


Canadian Department of Defence Production, 
c/o U.S. Army Electronics Materiel Agency- 
SELMA-A13, 
225 South 18th Street, 
PHILADELPHIA 3, Pa., U.S.A. 


Canadian Department of Defence Production, 
c/o U.S. Army Ordnance District, 
1580 East Grand Blvd., 
DETROIT 11, Mich., U.S.A. 


Counsel and Trade Commissioner, 
Canadian Consulate General, 
510 West Sixth Street, 
LOS ANGELES 14, Calif., U.S.A., 
for D.D.P. 


Canadian Consulate General, 
310 South Michigan Avenue, 
Suite 2000, 

CHICAGO 4, IIL, U.S.A. 


Counsel and Assistant Trade Commissioner, 
Department of Trade and Commerce, 
c/o Canadian Consulate General, 

Suite 1710, 
225 Baronne Street, 
NEW ORLEANS 12, La., U.S.A. 


Canadian Department of Defence Production, 
1 Grosvenor Square, 
LONDON W. 1, England. 
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SuDsOCeS soe wives Canadian Department of Defence Production, 
c/o Canadian Embassy, 
1 rue Chanez, 
PARIS 16e, France. 


Canadian Department of Defence Production, 
54 KOBLENZ-PFAFFENDORF, 
Emserstrasse 21, Germany. 


Canadian Department of Defence Production, 
c/o Scottish Aviation Limited, 
PRESTWICK AIRPORT, 

Ayrshire, Scotland. 


OFFICE OF DDP REPRESENTATIVE 
TO THE NorTH ATLANTIC 
COMBICTE tye cue osl tors ice OTAN-NATO, 
Place du Maréchal de Lattre de 


Tassigny, 
PARIS 16e, France. 


DEFENCE PRODUCTION ATTACHE c/o Canadian Embassy, 


35 avenue Montaigne, 
PARIS 8e, France. 


DEFENCE PRODUCTION ATTACHE- 
CANADIAN REPRESENTATIVE TO 
THE EUROPEAN ORGANIZATION 
FOR DIRECTION AND CONTROL 


FAl04G nalar209O oteluegoe) molt RG ttn Hearty 


Zitelmannstrasse 22, 
BONN, Germany. 
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Appendix F 


Statistics of Defenee Contracts 
and Expenditures 


The statistical tables in this Appendix contain information for calendar years 
1962 and 1963 on contracting and related spending in connection with the 
Canadian defence procurement and construction program and with foreign 
government prime defence contracts placed through Canadian Government agencies. 
These statistics measure the value of contracts as they are issued to contractors and 
suppliers and the value of payments as they are made to them. 

The net value of contracts issued, as shown in these tables, includes the value 
of amendments which increased or decreased commitments under existing contracts, 
as well as the value of new contracts. In some cases, therefore, credit net values 
are shown because decreasing amendments to contracts placed in earlier years have 
exceeded the value of new contracts and increasing amendments issued. 

Some of the figures for 1962 have been revised since they were published in 
the preceding issue of the Annual Report of the Department. Also, the totals shown 
do not always equal the sum of the component figures because of rounding the 
figures to the nearest thousand dollars. 

The tables are grouped in pairs, with the first “a” containing data on the net 
value of contracts issued and the second “b” containing the value of expenditures 
against these contracts and against similar contracts placed in earlier years. 


Tables 1-a and 1-b contain summary statistics relating to all contracts issued 
by the Department of Defence Production and its associated Crown companies, 
Defence Construction (1951) Limited and Canadian Commercial Corporation, 
with the exception of those involving payments out of the Defence Production 
Revolving Fund. Both contract and expenditure data are broken down by the 
various sources that requisition and pay for the goods or services involved. 


Tables 2-a and 2-b contain statistics related to contracting by the Department 
of Defence Production and Defence Construction (1951) Limited on behalf of the 
Department of National Defence. Payments against these contracts are made from 
funds appropriated by Parliament for the Department of National Defence. The 
figures in these tables are broken down by defence programs (as defined below) 
and the country in which the prime contractor is located (based on the address to 
which the contract is sent). The data contained in Tables 2-a and 2-b are similar 
to those contained in Tables 1-a and 1-b to Tables 4-a and 4-b in previous Annual 
Reports of the Department. 


Tables 3-a and 3-b provide data relating to prime defence contracts placed in 
Canada by foreign governments through Canadian Government agencies, such as 
Canadian Commercial Corporation. The Department of Defence Production issues 
most of the contracts for Canadian Commercial Corporation. 


Tables 4-a and 4-b relate to certain activities in support of Canadian defence 
industry that are financed from Defence Production Parliamentary appropriations. 
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Definitions of the Defence Programs 


The general concept involved in this defence program classi- 
fication is that of relating all procurement, as far as possible, 
to a readily identifiable military end-item, such as an aircraft, a 
ship, an electronic device, a gun, a type of ammunition, an item 
of clothing, etc. Thus a particular program includes, in addition 
to the end-item, those components or parts that become an 
integral part of the end-item, as well as associated services such 
as design and development, installation, maintenance and repair 
and overhaul. 


AIRCRAFT: This program includes complete aircraft and items to be physically 
incorporated in complete aircraft, such as airframes, engines, propellers, 
navigational and flight instruments, electrical systems and their components. 
The repair and overhaul of aircraft is also included. Excluded are accessories 
such as armament and communication equipment, photographic equipment, 
training devices and ground support equipment. 


ARMAMENT: This program includes weapons such as small arms, guns, howit- 
zers and their components; light, medium and heavy ammunition of all types, 
including mines, depth charges and torpedoes; rockets and missiles and their 
launchers; and explosives and certain defence chemicals. Electronic fire 
controls are not included. 


ELECTRONICS: Electronics and communication equipment of all types are in this 
program, including telephone, telegraph, radio and radar equipment. Under- 
water sound equipment, fire control equipment and flight and tactics simu- 
lators are also included. Development, maintenance, management and 
transportation services associated with the procurement of electronic and 
communication equipment are in this program. (This program was formerly 
identified as the Electronics and Communication Equipment program. ) 


SHips: This program includes destroyer escorts, frigats, minesweepers, aircraft 
carriers, and other floating equipment, and ship components such as hulls 
and superstructures, propulsion machinery, boilers, condensers, heating and 
electrical systems. Reconversion, refit and repair of ships are also included. 
Armament and electronic gear are excluded. 


TANK-AUTOMOTIVE: Included in this program are tanks and vehicles of both 
armoured and non-armoured types. Cars, trucks and buses and their com- 
ponents, such as tires and tubes, are included. Excluded are armament and 
electronic equipment. 


FUES AND LUBRICANTS: This program includes petroleum, gas, coal and coke, 
and their products, principally aviation turbine fuel and gasoline, motor 
vehicle gasoline, and heating fuels. 
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CLOTHING AND Equ1paGE: All items of personal clothing, including footwear, and 
of personal equipment, such as mess kits and steel helmets, are in this 
program. 


CoNSTRUCTION: This program includes all construction contracts for building 
structures, runways, etc., as well as for consultant services, repairs and 
maintenance. Most of these contracts are placed by Defence Construction 
(1951) Limited. 


Appendix 
Table 1-a.—Net Value of All Contracts Issued 


Sources for which Contracts Issued 1962 1963 
$000 $000 

Department of National Defence ......0... cece iit 536,666 522,277 
Department of Defence Production: 

Votes in Support of Defence Industry ...............cc ee 9,387 11,330 
Foreign Governments: 

MRA ER Heme N ee es ete ROM ide iar eases ae eRe sa Wiuaatsbemhanammapias aeecet ahs 202,887 96,868 

pRB ae ard SREY, DAS UCR AE Ue OO, aN ne eee Re came 1,147 E372 

Federal Republic of Germany ...0..........6.:. dicen erence tceeeeneennens 14,333 2,693 

OE ISON S a piid eles sescteorrvinrcintuicanrrsicaupntct ined Rn lindinialsnbplinAnialnd nannies 1,223 34,239 
PO Yikes a) oh eral 8 ul 016 i Re CMOS re AR 24,981 11,646 
Fae RT ce yal siti cues. Fs ik kes ble: MENA Se winds aE RS dnsih esse HERI ME naar ah 985 1,543 
ca) | an een bette, Ra eS bed FN. wh lan SO RPMI, OHS. aa 797,639 681,968 


Table 1-b.—Expenditures Against All Contracts Issued 


Sources Paying the Contracts 1962 1963 
$000 $000 
MICPATIIOME TOL, INAUONAl LICKEH CO ioc acc. deere csasonvpacsnnneweescrutaseternannedbtnecbnnst des 606,374 523.651 
Department of Defence Production: 
Motes ta mupport. 61) Delencd: TNdustry 58. ot danse ncdowtoenee 8,971 16,776 
Foreign Governments: 
Pepe edutes | TCCMIMCAM Ae AAS Uae ORE AS aR Ea Lae AT OR OLN UntiMe mrnre Rr ee 127,747 152,835 
SCOP LAE Pay UD EES SIESTA AC AE ESSER a ARPES, OR ROE EEN, COREE SE YIM 12k3 1,844 
Pederale Reon lic 10s ISL AIRY oo. a ctcecdsethens Mecieorndyntedsden bore een 4,361 6,297 
BEM OETA id ie a sc eke cast oa deh op Ri tcion aueesbeatitwudtainhlis 2527 28,312 
CaM Vee REA PRC Pesce 8h si ath aaa na csuu apne uommenlenaapie sup zone dasetetweacers olds 9,214 21,079 
PSY ae) a Vol IG) GEN ERE RNG RAR RE, Er Og EP Taree 4,224 3.325 
DUM eR ar he Pe le ES NAD, re et sak Uonrant tats councys eb tnonee MM enes damawns Wtomihed InvLaimenapiinee 764,631 754,019 
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Table 2-a.—Net Value of Canadian Government Defence Contracts 


1963 
United Other 
Program Canada States Britain France Countries Total 
$000 $000 $000 $000 $000 $000 
Airoratt ..::.:: te aig eee. ar ete 140,130 26,424 912 10 68 167,545 
ASIGAMIEDL: (o:c<. Ar csdesetusnioctaie® wine 11,328 2,490 330 40 cr ‘3 14,119 
FUOCITOMICE Cs ential ote cee 94,315 11,254 1,677 284 312 107,843 
be 5 A Ra Pe TN eR dt dad ln SO 40,346 576 286 ‘2 — 41,209 
Tank-automotive ....................06 13,014 49 4,233 91 287 17,674 
Fuels ‘and lubricants ...........:5.0c: 46,034 58 119 63 383 46,658 
Clothing and equipage .............. 10,660 46 40 6 a 10,754 
Const ctitinn dunce 31,247 — — 1,558 424 33,229 
C14) Loi Spe aaah LAE, SOE CN gS 79,023 1,223 508 1,399 1,091 83,246 
Total io i pcase ae ee, ear 466,097 42,121 8,107 3,107 2,581 S22 er 
POI Ncik hctab UOisa a chite shg cS hs A unka aaldilnd aN gE ei ra OU Ni exec a PEERS CS SEEN AA Tit Re Baht De 
1962 
ARR BR ey Terie a eee Om) ery he tapes Ae se te a Oe ea ee en 
United Other 
Program Canada States Britain France Countries Total 
EL ee Mes ARN ee AN OC E Ee Or en EE IRS 
$000 $000 $000 $000 $000 $000 
Wirerattr cersatee eterno 186,734 16,447 1,855 3 212 205,252 
AR IRAIEIE bee on he ae 14,517 3,120 250 1D16 4 25,466 
Blectroniter css.cke alas 73,033 8,500 671 382 200 82,785 
Shing. Fa! Peer, Nema 27,358 253 185 — 51 27,841 
Tank-automotive ".)....6)00000..6005 7,182 804 671 45 228 8,924 
Fuels and lubricants ................ 38,057 id 163 85 289 38,605 
Clothing and equipage .............. 12,712 8 80 5 8 12,814 
CORSETICHIORN acai cl cain eens 38,125 a — 1,118 200 39,443 
OCC E iti ok lays ss eR ae 88,811 2,973 1,297 1,351 1,104 95,536 
Total antec ts ce ns Re. 486,523 32,117 ery ire 10,564 2,290 536,666 


‘) Less than $500. 
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Table 2-b.—Expenditures Against Canadian Government Defence Contracts 


a a eee Ee lane oe 


1963 
LL Se a CD LN LO SOR. 7), SUR RERE SPRL ee ae TE renee 
United Other 
Program Canada States Britain France Countries Total 
$000 $000 $000 $000 $000 $000 
AUrerePe VE ii. ROBE... ccsscnec 158,569 13,070 1,823 10 (ie? 173,544 
Me a cot bis aa hacen donnds 14,905 2,498 2,171 4,552 13 24,139 
et ear 91,201 10,780 1,035 284 263 103,564 
UVES TOD tC Se Seg ee ane ee 51,826 496 378 Mex nM) 52153 
Tank-automotive. .iii:.......:..0e 9,550 22 851 91 287 10,802 
Fuels and lubricants ................ 28,593 12 97 63 386 29,151 
Clothing and equipage ............. 11,980 3 65 6 2 12,056 
WE OtST HICH Th een ease taneeenee 30,880 a — 1,319 311 32,510 
Si hos yy RRC ana Ate RO DO eh ENE 79,535 2,164 862 1,400 1,072 85,033 
RU ea kt connagisanieccrncle seal 477,039 29,046 7,283 T7125 2,458 S23 554 
1962 
United Other 
Program Canada States Britain France Countries Total 
$000 $000 $000 $000 $000 $000 
COE oo ccléa ccs dacs Peds cudnndosonentie 171,536 17,702 S577 3 82 190,900 
PA SaWPRNONAL (opti ele ld 4 oe cuadacrnnsee se 13,163 1,779 990 12 4 15,948 
PNCCEE OTIS iy oiceen entnteeen sds seces anno 97,127 14,327 1,501 382 200 113,537 
“57 AR Nea Pa NE URE 52,347 741 414 — — 53,503 
Tr AUTO OU NG chance enwsnscennsens 8,133 826 563 45 250 9,818 
Fuels and lubricants ................ 37,261 8 73 85 284 37,711 
Clothing and equipage ............ 10,615 65 74 5 4 10,763 
COMSETCHION. bickessiseueriowedoes 79,302 — — 1,161 339 80,802 
OE ta ede, Get cet bs tcc tepasibed 87,782 2,207 O59 | 4,331 1,093 93,393 
ips 8 BR Selb ERR Onna ae eee en 557,266 37,655 6,152 3,044 2,256 606,374 


(a) Less than $500 


41 


Table 3-a.—Net Value of Foreign Government Prime Contracts Placed in Canada 


1963 
United West Other 
Program States Britain Germany Countries Total 
$000 $000 $000 $000 $000 
PSs) 21s ae eee, SRP aen | Sa 46,706 — 1,394 29,089 717,189 
Armanmente 00S bia conn ae 5,033 766 3 582 6,384 
Blectromes’ ~ 5. Se ees: 33,614 129 1,296 4,056 39,095 
Fuels and lubricants .................. 3,327 — — — S320 
CONSTFUCHON | fos: BM poercssedy Roma: 1,151 — — — tj1St 
Other ei oe cies 7,037 476 (a) Si2 8,026 
Foe sald pi Se Ne ig a a eee eee 
Dickie wie eel | i eee oe a aan ee 96,868 1,371 2,693 34,239 15 ta2 


A i Da Ee he ee eee a eee eee ee eee ee eee ee EE Ee Ie 


1962 
PRN ed Se aa Wy ROP RTC MF ct LAS ED NASER TIS SA LRA BE UE We PIR eR EH IER Biel okt Ok Baek ey aie 
United West Other 
Program States Britain Germany Countries Total 
CNG Soh aah REA ae LE AE ELEM a: eT ie ean DER Nay Bene me ATS STII Gah Pe ha es 
$000 $000 $000 $000 $000 
CNTs he Ee WERE ON ae 149,708 (a) 1 102 149,811 
Armament ous..cerecnoe nmin 6,916 446 10 351 7,730 
Electra en eee 37,581 232 14,280 6,438 58,531 
Fuels and lubricants .................. 2,234 — — — 2,234 
CODSBPUOUOD OE aa, 3,435 a a -— 3,435 
OTHER ee Ee ON. 3,012 468 42 356 3,879 
NV scibalea delineate! Tosser heehee Ny > MRNAS 0 i BRS NN A Ne ee 
teh as) 2 a ee Mt 202,887 1,147 14,333 i piney 225,620 


(a) Less than $500. 
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Table 3-b.—Expenditures Against Foreign Government Prime Contracts 
Placed in Canada 


1963 
United West Other 
Program States Britain Germany Countries Total 
$000 $000 $000 $000 $000 
PB Or oe addi hevsehinens 95,157 a 228 21,905 117,290 
We CNTR ORIO) ho Scab Nes iehdi nn saz sec dsnan We ey 564 3 593 6,732 
NCS ee cost cketen inne dnncess hata 42,971 754 6,046 5,392 55,163 
Fuels and lubricants .................. 3,702 —_ — — 3,702 
RPI hich ere gisinge setsariocs 2,050 — — — 2,050 
Go) d pT on SAR WA NAP te Oe ae a 3,384 a 20 423 ASS. 
PLOT ak APR RD OAR GN a ag a LEIP TS REL RE INO vate As aera HES ae 
SE SOUR: Renee ee ae Merieneer eee ene 152,835 1,844 6,297 28,312 189,289 
Sets 2 eee ee FY er “ry ee ee 
1962 
ad RN ee tna et ed Me aaa a IY is Me a NOB aE eis NS, OEE I lena PEERS Eee Eon 
United West Other 
Program States Britain Germany Countries Total 
i. ass RM hi A ARM 5 SECT aE A RR RE RTC Toe SARE TAY ne awe 
$000 $000 $000 $000 $000 
OC y+ ern Sarre ame 71,817 16 1 200 72,035 
RR STATIN fot oe anis/s sasatanan'osmocran sees 5,820 265 10 368 6,462 
OOO ele, fc ge an kd 33,677 471 4,328 1,632 40,108 
Fuels and lubricants .................. 4,626 — — — 4,626 
COSTS VECLION 5 cdcecscammnaie swteeaash sire 9,275 —- — — 9,275 
LS LATE SED eRe eae Zeal 461 2a. 328 3,342 
RE Se ET ak aca cen cM MR 2a et a A A A RR A fl Ba ES 
07 aera ie a 88S NAA re re 127,747 1,213 4,361 2,527 135,849 


(a) Less than $500. 
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Table 4-a.—Net Value of Contracts to Assist Canadian Defence Industry 


Category of Assistance 1962 1963 

$000 $000 

Care, maintenance and custody of Crown owned standby defence assets 293 164 

Capital Passistance qatt hs... .s:noa: MMM rice: os wed eek needs teres oa ucus AUER eeccae 92 150 
Establishment of competitive production capacity through absorbing 

certain preproduction and tooling COStS .0............:::-cceesseeneeeeeeeeeenens 245 1,333 
Establishment of qualified sources for the production of component 

POALES CUENCL PRPAUOT ES sac cas stone t et Ve ae teo eee ase ao eee aks su ace 291 474 


To sustain research and development capability in Canadian industry 
in order to assist the Canada-United States development and 
production ‘Sharing PrOSramIMIe 2.5 Ric..<scvee. (os ciees Sooiesdcmunetpae en oles 4 8,466 8,789 


Table 4-b.—Expenditures Against Contracts to assist Canadian Defence Industry 


Category of Assistance 1962 1963 

$000 $000 

Care, maintenance and custody of Crown owned standby defence assets 1,056 583 

Capital massistance (une ccc odscee osc tesqcssdie Oks cel ege Receerns cx ee as Ma Ne oa ee, 153 119 
Establishment of competitive production capacity through absorbing 

certain preproduction and f£O0]ME «COSTS: jo... icci charges c-Beveatemesnenne 703 1,890 
Establishment of qualified source for the production of component 

ACES. ANG. | -AARETIAIG) cet ect, siete ek ae nee a Rae e 0s h Ca a a 279 485 


To sustain research and development capability in Canadian industry 
in order to assist the Canada-United States development and 
DLOCUCHION JSNALINS: | DIOSTATIINGE i cncssiccncsivevsengamypanevenncnaartsi rs peuaeeemda eee Ja: 6,781 13,699 


SE RAL, Shai edt sera vere rec le Adriann hgtaens te oak Pek pas MTS ae set \C Pehla hia haat mt ae a 8,971 16,776 


ad 


Appendix G 


Report to the Minister on the 
Audit of the Accounts of the Department 


OTTAWA, November 22, 1963. 


The Honourable C. M. Drury, 
Minister of Industry, 
Ottawa. 


Sir, 


I have examined the accounts and financial statements of the Department of 
Defence Production for the year ended March 31, 1963 and I now report that, in 
my opinion: 

(a) proper books of account have been kept by the Department; 

(b) the financial statements of the Department 

(i) were prepared on a basis consistent with that of the preceding year 
and are in agreement with the books of account, 

(ii) in the case of the balance sheet, give a true and fair view of the 
state of the Department’s affairs as at the end of the financial year, 
and 

(iii) in the cases of the statement of expenditure, statement of revenue 
and the summary of transactions in surplus arising from trading 
operations, give a true and fair view of the operations of the 
Department for the financial year; and 

(c) the transactions of the Department that have come under my notice 

have been within the powers of the Department under the Defence 

Production Act and any other Act applicable to the Department. 


In accordance with established governmental practice, the Crown-owned 
capital assets for which the Department is accountable are carried on the balance 
sheet at cost, without showing any deduction with respect to depreciation. 


Yours faithfully, 
A. M. Henderson, 
Auditor General. 
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Exhibit I 


Summary of transactions in Equity of 
Government of Canada Account 


for the year ended March 31, 1963 


Ralanicetee Peoria ORE lie RMR MAS les eohagha tees $229,261,456 
Additions: 
Transfer of assets from other departments and 
CLOWN ARCTICIES 2.0... ccecceectabecnedneeeeeteeeteeceeta ete teetsees 2,509,001 
Assets acquired from appropriations ..............:6e 231,150 
Su ryih shee igs scck case adaene lady Mile gge co oe Ms aan aD Abe tenk gh 343 
$232,001,950 
Reductions: 
Transfer of surplus assets to Crown Assets Disposal 
Corporation .......cceseresecseeeesecsareernetenencesesnnerenersensnenane 4,945,808 
Receipts from sales, éetc., Exhibit FV .......-d0-0--43-48- 23a lo04 
Decrease in fixed assets in custody of Canadian 
‘Arsetials Limited ..............0cc.psecescnseeeesaceestseesseooscngeeoeny 1,752,431 
Increase in accounts payable ..............cccceceeeeeeeeeeeteees $76,225 
Decrease in working capital advance to the Canadian 
Commercial Corporation ............cccccccccceeeeeerereaes 500,000 
Transfer of assets to other departments and Crown — 
AQCTICIES a. favsdcc degen de anypondhrsanen~Aayenae Mann >= Myagnearacmnichnna es 290,610 
Assets written off due to completion of contracts, 
dismantling, 686) ec. sesendo Mierke Meweertreyesseceboneeatenn ges 31,346 
Compromise settlement of account receivable ............ 10,655 
TT fo Uy UE ID 2A et Maen Ps RRs Pon AER eee 1,413 
10,459,819 
Balance at March 31, 1963 .........c::cccccccesseeeteetenee er seedeeneeeeneeertenens $221,542,131 


48 


Exhibit II 


Statement of Expenditure for the year 
ended March 31, 1963 


(with comparative figures for the year ended March 31, 1962) 


1963 1962 
Vote 1, Departmental administration 

MOUNTS ee Pee ee ce iat) veg hinds un etNme ahaa Andee $9,145,053 $ 8,297,919 
aa EI a shes opens cadbaadeb x dpdey shes did toaee 209,169 157,677 
CRU LT CXICTISOS gs sdicroverermanunigunetdics sven dao es bidarantn'- 288,831 306,608 
Office stationery, supplies and equipment .............. 243,244 266,350 
Telephones’ and telegrams. ............0::ie ees 176,191 205,141 
Professional and special services ................::000000 113,164 110,981 
ig 0 A ence mega OaE HR AC el Ea SO NEOUS aoe ECR ARP 57,392 62,464 
Freight, express and cartage ...............::cccssseseseeee 12,122 13,170 
Rental of office accommodation .....................6005 3,343 2,207 
Publication of departmental reports and other 

Velh ts ory +1 Piglet apn lees evel iy dll ladon ie tere eesti Ee 1,186 1,531 
Cole SSR BS DOR MISSIN ir6 Os Ae RR RC, wr 17,011 70,919 


$10,266,706 9,495,037 


Vote 5, Care, maintenance and custody of standby 
defence plants, buildings, machine tools and 
WT UICTIOND, CODEINE) chive craps sak casoxawncdantteogreenutadt 846,603 877,016 


Vote 10, Capital assistance 


Capital account 
Construction, improvements and acquisition of 


Ae EOE GL, a uacet Gn deen prea nraeteeseteed!: iN)" \iju'p Sean 627,227 
PERCE oe erected cpinimspurdboraunanenrn ion eate 113,341 131,059 
Accountable advances to contractors ................ Gasoe Cie care Pmt ye nena 
Establishment of production capacity ................ 52,720 18,067 

Income account 
Establishment of production capacity ................ 1,335,853 933,644 


1,565,511 1,709,997 
Vote 15, Grants to municipalities in lieu of taxes .... 130,012 119,474 


Vote 20, Establishment of qualified sources for pro- 
duction of component parts and materials 


CORN ECOL trie ors ee hee cata ea ancy one 1,667 9,700 
REET ORI E olen cite ass Gund va bad lad ea eee 243,539 364,824 


245,206 374,524 
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Vote 25, Sustainment of technological capability in 


Ceurecechisaty  AUGte Year 2st, cows Sete cbse cess, eae $ 8,537,898 $ 4,672,046 
Vote 30, Defence Construction (1951) Limited 
A antreetratiiec, arti utcastcondeeae re Maceetenecsarce eee, 3,221,504 3,459,615 
Canadian Arsenals Limited— 
Vote 35, Administration and operation .............. 4,200,573 3,169,725 
Vote 40, Construction and improvements .......... 7,464 28,455 
Vote soe Rauiprivent 25) thrice... ree. wate erate 375,296 262,092 
382,760 
Statutory—Minister of Defence Production 
EN TR ane te ta etary ea LO Te RE Ae ee 15,000 15,000 
Motor’ cae BilOWance ccs calteuse eaten ser eRe sacs 2,000 2,000 
17,000 
Refund:of prior year’s rental:revenue ...........:.....0<5:....  sppieeeaiew teres 9,153 
Total expenditure POI0h4) ..>..sereee ek: $29,413,773 $24,194,134 
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Exhibit IV 


Statement of Revenue for the year 
ended March 31, 1963 


(with comparative figures for the year ended March 31, 1962) 


Income Account— 


BANOO AOL WU COWS GSSETS os ooo isc be eh er es so tisndee neatdabandarie: 
BREE Ga OES EE INNIS oo 5 aes 5s ccm we Hers eigasan to odeendesdaciasienmcbaders 
Rentals of buildings and equipment ...........................0 
Refunds of previous years’ expenditure ...................0..000 
Miscellaneous 


POOR e mee m eee memes eee Heese eee sees e tte e eee SESH O EH SHHH HEHE EEE EEE E® 


Capital Account— 


Sales of plant and equipment by the Department .............. 
WOemayINeNnt Of Gebentures ee... asec eeacese 
Recoveries of advances and accounts receivable .................. 
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1963 


$ 8,543,519 
3,652,107 
182,575 
108,652 
4,649 


12,491,502 


25105118 
ys el 
9,431 


2,351,331 
$14,842,833 


1962 


$ 9,627,987 
3,924,658 
278,778 
6,074 

nF ied f 


13,842,854 


1,472,438 
22,455 
6,266 


1,501,159 
$15,344,013 


Exhibit V 


Summary of transactions in surplus arising 
from trading operations (Revolving Fund) 
for the year ended March 31, 1963 


(with comparative figures for the year ended March 31, 1962) 


Balance: nt VARI al. cca. cies en ieeater see ceo Rann aslocr sa: 
Additions: 
Sales, less cost of materials sold— 


Aircraft and components, sales. ...............ccee 


Aircraft and components, cost of sales _.............. 


Strateoic MAtOTIAIs wSBIES 6. csc nstees-vip croraksecrenaaey seis 


Strategic materials, cost of sales ...............0 


Research and development, sales 0.0.0.0... 
Research and development, cost of sales 


Cr 


Sonobuoys, _ sales 


eee meee ere rere cree reser ceresesseseeeessossesseoeses 


SORODUOYS, COSE OL SALES 25.s5 5 edd Gainersearnenen 


Surplus transferred to accounts payable, reserve 
TOL PIICh; SAMStE 25 oh ceases sarees 


Shipbuilding components, sales .................ce 
Shipbuilding components, cost of sales 


eee eee res eeeree 


Cloth, sales 
Cloth, cost of sales 


errr rrerr err rrr reer re ee eee eee eee eee ee ee eee ee eee) 


Cee e eee reer rere Heese Here eH He EE ESE EEEH ESE EES EEEE 


Munitions and components, sales 


ee ee 


Munitions and components, cost of sales 


Interest received on sales of aircraft, net 


32 


$7,710,679 
7,710,679 


4,873,877 
4,470,458 


1,943,230 
1,943,230 


748,664 


703,125 


45,539 


63,944 


63,944 


eeeeneee 


(112,769) 
(112,769) 


888,113 


1963 1962 
$290,271 $ 184,975 


wmeesenes LPS Pe) | fy eiwesiaane# 


2,319,915 


2,078,763 
403,419 240,752 


290,714 
290,714 


entemene | tye '//eF  eniaeieteee 


eee eeee 


aeeabeote | |  £(¢. ‘Swmtsries 


wanatene . | | © \Sadhaleipiers 


903,344 
903,344 


OF A calle ul Rene 


427,528 


Reductions: 
Warehousing and other expenses—cloth and 


wiht (os URE Le Viel pt) ae RO Re OPE BEE A ROD ae PERRO 7,874 437254 

Less: proceeds of sale of warehousing equipment EG os EY ea a dd Dh ee RO oR 
6,119 137,257 

SRE 6 (ot Wi ot lee ete le TOR $881,994 $ 290,271 
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FOURTEENTH REPORT 


of the 


DEPARTMENT 
of 


DEFENCE 
PRODUCTION 


1964. 


Hon. C. M. DRURY, P.C., C.B.E., D.S.O., Q.C., M.P., Minister 


G. W. HUNTER, Deputy Minister 
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ROGER DUHAMEL, F.R.S.c. 
Queen’s Printer and Controller of Stationery 
Ottawa, 1965 


Catalogue No. P1-4/1964 


To His Excellency General The Right Honourable Georges P. Vanier, 
DSO, MC, CD, Governor-General and Commander-in-Chief of 
Canada. 


Marcu 31, 1965 
May IT PLEASE YOUR EXCELLENCY: 


I have the honour to submit to Your Excellency the Report of the 
Department of Defence Production for the calendar year 1964. 


A summary of the operations and services rendered by this 
Department, under their respective headings, is laid before Your 
Excellency. 


Respectfully submitted, 


Minister of Defence Production. 
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Marcu 31, 1965 


The Honourable C. M. Drury, P.C., C.B.E., D.S.0., Q.C., M.P., 
Minister of Defence Production, 
Ottawa, Ontario. 


DEAR SIR: 
I have the honour to submit the Report of the Department of 


Defence Production, which covers the operations and services rendered 
during the calendar year 1964. 


Yours faithfully, 


OO 


A 
Deputy Minister. 
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Responsibilities and Organization 


The Department of Defence Production was established on April 1, 1951, 
under the provisions of the Defence Production Act. It has exclusive authority 
for the procurement of the goods and services required by the Department of 
National Defence. In addition the Department has the responsibility for ensuring 
that necessary production capacity and materials are available to support the 
defence production program. 

Further responsibilities of the Department are defence development and 
production sharing with the United States, defence production export activities 
with the North Atlantic Treaty Organization (NATO) and other friendly countries 
as well as co-operation in armament programs within the NATO alliance. 

The Department is also responsible for the purchase in Canada of goods 
required by foreign governments under the Colombo Plan and other international 
agreements. 

During the year further implementation of the recommendations of the 
Royal Commission on Government Organization was made by the Department, 
resulting in a significant shift in internal responsibilities and consequent re-align- 
ment of the organizational structure. 

An organization plan for the future Department of Supply was prepared 
during the year in accordance with the recommendation of the Royal Commission. 
The plan called for the integration of the purchasing organization of Defence 
Production with the supply functions of warehousing and distribution, specifications 
and standards, quality assurance, cataloguing and traffic management. 

Four branches of the integrated supply service were formed: Regional 
Purchasing, Warehousing and Distribution, Traffic Management and Cataloguing. 
The Quality Assurance and Specifications and Standards Branches will be fully 
established in 1965. These branches, along with Crown Assets Disposal Corpora- 
tion, will comprise the Canadian Government Supply Service. 


Operational Branches 


A major change in organization saw the responsibilities of the former General 
Purchasing Branch divided amongst several branches: Machinery, Mechanical 
Transport, Clothing and Textiles, Electrical and Electronics, Wood Products, Food 
Products, Chemicals and Materials. 

The establishment of the new Regional Purchasing Branch as a component 
of the Canadian Government Supply Service emphasized the increasing importance 
of the Department’s field purchasing activities. Regional Purchasing operates 
14 buying offices across Canada, and offices in Washington, London, Paris and 
Koblenz. 

The assumption of additional functions resulted in the names of two branches 
being changed: Shipbuilding became Shipbuilding and Heavy Equipment and 
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Electronics Branch was re-named the Electrical and Electronics Branch. The 
Armament Branch and Machine Tool Branch were dissolved and most of their 
functions combined in the new Machinery Branch. 


The Department now has 10 operational branches: 
Aircraft 
Chemicals 
Clothing and Textiles 
Electrical and Electronics 
Food Products 
Machinery 
Materials 
Mechanical Transport 
Shipbuilding and Heavy Equipment 
Wood Products 
International Programs Branch is responsible for planning, processing and 
coordinating activity within the Department in the defence export field, including 
the Canada-United States Defence Production sharing program. The Branch also 


directs activities associated with NATO research, development and production 
programs and overseas defence exports. 


Advisory and Service Branches 


Changes in the branch structure in this category included the re-naming of 
the former Administration Branch as the Personnel Branch, a description more 
in line with its function. A new General Services Branch was formed from three 
former branches, Secretary’s, Economics and Statistics and Industrial Security. 
A Management Services Branch was created to provide management consulting 
service to the Department. 


There are now seven branches providing service or advisory facilities: 
Comptroller’s 
Financial Adviser’s 
General Services 
Legal 
Management Control 
Management Services 
Personnel 


Emergency Planning 


Continued planning for a War Supplies Agency which would exercise control 
over the Canadian economy in the event of a nuclear war is the responsibility of 
the Emergency Supply Planning Branch. 
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Crown Companies 


Further to the recommendations of the Royal Commission on Government 
Organization, the operations of the Canadian Commercial Corporation were 
integrated with the Department. 


In addition to the Canadian Commercial Corporation, the following Crown 
companies report to Parliament through the Minister of Defence Production: 
Canadian Arsenals Limited 
Crown Assets Disposal Corporation 
Defence Construction (1951) Limited 
Polymer Corporation Limited. 


Each of these organizations accounts for its activities through its own annual 
report. 


Canadian Government Printing Bureau 


In March 1964, the Canadian Government Printing Bureau was formed to 
be responsible for the printing functions of the former Department of Public 
Printing and Stationery. The responsibility for publications now rests with the 
Queen’s Printer. The General Manager of the Printing Bureau reports to the 
Minister of Defence Production and the Bureau issues its own annual report. 


N.B.: An organization chart of the Department as of December 31, 1964 appears 
as Appendix “A”. At that time the personnel strength was el Us: 


11 


Production and Procurement 


Defence Contracting—1964 


Contracts having a total net value of $668.0 million were issued in 1964, a 
decrease of 2.1 per cent from the total of $682.0 million in the previous year. The 
net value of contracts is the total of new contracts issued as well as amendments 
of purchases that increased or decreased the value of existing contracts. 

The largest group of contracts, having a net value of $507.2 million, was 
issued for the Department of National Defence. This is 2.9 per cent less than the 
value of such Canadian Government defence contracts issued in 1963. 


Contracts Placed on Behalf of the Department of National Defence 
and Related Expenditures 


Contracts Placed 
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Abroad Expenditures 
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Foreign government defence prime contracts placed in Canada through 
Canadian Government agencies totalled $102.4 million last year, of which $84.6 
million was for the United States, $5.6 million for Australia, $3.4 million for 
Norway, $3.8 million for Germany, and $2.0 million for Britain. The cor- 
responding value of government prime contracts of other nations placed in Canada 
in the previous year was $135.2 million. 

Contracts issued against this Department’s Votes to assist Canadian defence 
industry had a net value of $9.6 million in 1964, compared with $11.3 million 
in the preceding year. 

In addition to the above groups of contracts, a total of $13.1 million was 
issued for Canadian external aid and $35.8 for other Government departments 
and agencies. 

These figures, and those contained in Appendix F of this Report, relate only 
to prime contracts awarded by the Department of Defence Production and its 
associated Crown companies, Canadian Commercial Corporation and Defence 
Construction (1951) Limited. They do not include prime contracts placed directly 
with Canadian contractors by foreign governments and subcontracts placed in 
Canada by United States and other foreign defence contractors. Further reference 
to these direct prime contracts and subcontracts, which are reported to the 
Department by Canadian companies, is contained in the sections of this Report 
covering the defence production sharing program and overseas defence exports. 


Aireraft Branch 


In 1964 the Aircraft Branch let contracts totalling an actual expenditure of 
$183.3 million, similar in total to the 1963 actual expenditure. The net value of 
these contracts, $117.3 million, was placed to satisfy demands for aircraft, air- 
craft equipment and related services for Canadian defence requirements. Exports 
of defence materials to foreign governments resulted in the placement of contracts 
valued at $48.7 million. 

Two hundred and sixty-seven contracts of a net value of $63 million were 
let for the repair and overhaul of Canadian Armed Forces aircraft. The downward 
trend reflected by this figure was partially offset by an increased activity under 
the Canada-U.S. Production Sharing Agreement resulting in 11 U.S. Government 
contracts valued at $4 million. 

Twenty-two million three hundred thousand dollars were committed to assist 
Canadian industry with development, preproduction engineering and the qualifica- 
tion of new products. 

In the fixed wing aircraft field, production of the CT 114 Tutor primary trainer 
was maintained and 68 of these aircraft were produced. Delivery of the last CF-104 
Super Starfighter was made to the RCAF in 1964, as was a further delivery of 
five CF 104D trainer aircraft. During the year, production of the F 104G aircraft 
for the Canada-U.S. Mutual Aid Program reached its peak of six aircraft per 
month, enabling 71 aircraft to be delivered. 


Six of the 20 CHSS-2 (Sikorsky) helicopters being assembled in Canada 
for the Royal Canadian Navy were delivered on schedule. During the last quarter 
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of the year six CH113A (Vertol) helicopters were delivered to the Canadian 
Army while the order for CH113 (Vertol) helicopters for the Royal Canadian 
Air Force was completed in September. 

Sixteen J 79 turbo-jet engines for the CF 104 and CF 104D aircraft 
were produced to complete the Royal Canadian Air Force requirement. In addi- 
tion, 75 engines were produced for the F 104G MAP program. A total of 167 
J-85 turbo-jet engines, power plant for the CT 114 trainer aircraft, were produced 
during 1964. The delivery schedule of the T 58 turbo-shaft engine for the Canadian 
Armed Forces helicopter program was maintained. Additional orders for 24 
engines were placed. 

Foreign government orders accounted for the production of 63 Caribou I 
aircraft. Thirty-four were delivered to the U.S. Army, 11 to the Government of 
India and 18 to the Government of Australia, which increased its order from 18 to 
25 aircraft. 

Flight testing of the Buffalo aircraft, being developed under cost-sharing 
arrangements between the U.S. Army, the Canadian contractor and this Depart- 
ment, commenced in April. Development of the CL 84 STOL/VTOL aircraft 
progressed satisfactorily with the roll-out of the first prototype taking place in 
December. First flight will take place in the spring of 1965. 

Progress in the joint Canadian-British government development and evaluation 
of the CL 89 Surveillance Drone is giving satisfactory evidence that the system is 
capable of meeting design requirements. 

The technical development of the PHE 400 Hydrofoil for the Royal Canadian 
Navy progressed satisfactorily during 1964. 


Chemicals Braneh 


The procurement segment of Chemicals Branch which became operational 
March 1, 1964, issued 3,046 contractual documents up to the end of 1964. 
These had a value of $42.5 million and involved mainly procurement of petroleum 
products, heating fuels, pharmaceuticals, dental supplies, photographic stores, 
cleaning materials, paints and related coatings, rubber and plastic products, 
research and development services and chemical warfare items. 

The Branch actively participated in the Canada-United States Production and 
Development Sharing Programs. External Aid Procurement was undertaken for 
Pakistan and Ghana involving such items as paints and related products, plastic 
structures and sulphur. Under the UNICEF Program contracts were arranged for 
medical supplies. 

Activities related to the Canadian Government Supply Service consisted of 
two formal agreements for the leasing of Crown-owned facilities at Fort Churchill, 
Manitoba, for the storage of petroleum products and liquefied petroleum gas. A 
formal agreement was also executed for the conversion of boilers and installation 
of handling facilities for liquefied petroleum gas there. Contracts valued at $1.8 
million were placed for petroleum products and liquefied petroleum gas required 
at Fort Churchill and the Northwest Highway System. 
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Clothing and Textiles Branch 


The Clothing and Textiles Branch began operations in February 1964. In 
the 11-month period it placed 1,035 contracts for a total value of $13,382,243 
on behalf of the Department of National Defence. The items purchased included 
inner and outer clothing, fabrics, canvas goods, bedding, flags and towels. 

The branch was also responsible for the procurement of the new Canadian 
flag for all Government departments. 

Plans for the introduction of phased delivery contracts for clothing and 
footwear were completed and introduced to the applicable industries at meetings 
held with the trade in Ottawa, Montreal and Toronto. With this innovation, con- 
tracts will be let on an annual basis with delivery effected during each quarter, 
based on the quarterly quantity and size required by National Defence establish- 
ments. This will have the dual effect of permitting a considerable reduction in 
National Defence inventories concurrent with reduced administrative costs incurred 
by both DDP and DND while providing the advantage of volume purchasing; 
and will enable the contractors to plan production more effectively and confidently. 
In the administration of phased delivery contracts, consideration is being given 
to the seasonal nature of some of the industries concerned. 

Pilot studies were carried out in respect to a Contract Schedule Control 
System. This system, based on critical path analyses of Branch contractual pro- 
cedure, is designed initially to identify problems and delay factors inherent in 
the flow of activity between the receipt of a contract demand and the award of 
the contract. This will assist materially in the development of new and improved 
methods of contract administration and Branch procedure as well as in the pro- 
vision of improved service to requisitioning departments. 


Eleetrical and Eleetrenics Branch 


In 1964, the Electronics Branch was redesignated the Electrical and Elec- 
tronics Branch and assimilated additional responsibility, for the procurement of 
electrical equipment and components for Department of National Defence require- 
ments, production sharing and External Aid Office projects, and for civilian 
procurement related to the Canadian Government Supply Service. 

Canadian Defence requirements in 1964 resulted in the placement by the 
Branch of contracts having a net value of $96.1 million, an increase of approxi- 
mately $4 million over the corresponding 1963 figure. 

Contracts placed by the Branch for the defence requirements of other gov- 
ernments during 1964 had a net value of $37.3 million. 

In respect of actual expenditures, Canadian industry received $107.4 million 
against defence contracts for Canada, an increase of $16.8 million above the 
1963 figure and $42.5 million for other governments. 

During the past year, various Canadian manufacturers have continued 
development and production of radar and counter-measures equipment. This work 
is being conducted for the Canadian Services and also for possible sales to NATO 
allies. Further refinements were made in the design of a vehicular navigation 
system, which will allow a completely closed-in tank to navigate from inside 
instruments. 
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Contractual action has been taken covering a research and development pro- 
gram in the civil application of Ionospheric Sounding as applied to Automatic 
High Frequency Communication systems and another development program covers 
a hand-held Ultra High Frequency Transceiver. Both of these are being under- 
taken in conjunction with the U.S. 

A contract has been issued for the RCN Hydrofoil vessel’s fighting equipment. 
This is an integrated package to provide all the necessary electronic controls for 
operation of the ship in its anti-submarine warfare role. 

Sonar and Sonobuoy development and production has continued during the 
year, both for Department of National Defence requirements and allied countries. 

CF-104 electronics deliveries were completed on nearly all systems. The 
major activities involved product improvement to the NASARR radar sets. 

Deliveries of six operational flight and tactics trainers for the RCAF on 
the CF-104 Flight Simulator program were completed on schedule and 26 similar 
trainers were delivered to NATO countries. 

Work proceeded on schedule on the Alouette/ISIS Satellite program and 
the gradual transfer of the activity from the Defence Research Board to industry is 
proceeding as planned. 

Contracts were awarded for a number of new systems required to increase 
the Anti-submarine detection capability of the CS-2F Tracker aircraft for the 
Navy. 

The electronic requirements for the RCN CHSS-2 helicopter were contracted 
for during the year and deliveries have been made on time. 

Contracts were awarded for the development and production of advanced 
airborne navigation systems. Development of the airborne Crash Position 
Indicator/Accident Data Recorder, using the tumbling aerofoil principle, has been 
largely completed. 

Requirements for Canadian-manufactured Doppler navigation equipment 
continued at a high level. 

During the first three months of 1964, the Western portion of the Mid-Canada 
Line was closed down, with the phase-out completed by March 31, 1964. The 
effect was to eliminate approximately 50% of the work force on the line. 

During the year, a major reconfiguration program in connection with the 
ADCOM system was commenced, caused by the closing down of a number of the 
Pinetree Radar Sites. This program is now well under way and should be com- 
pleted by mid-1965. 


Food Products Branch 


The Food Products Branch was formed in March, 1964 with the transfer of 
personnel from the General Purchasing Branch. 

The principal role of this branch is the procurement of non-perishable food 
items and contractual arrangements of food service. During 1964, 534 contractual 
documents were issued amounting to $7.9 million. 

Under the auspices of the World Food Program, with headquarters in Rome, 
Italy, milk, cheese, butter, butter oil, flour and oats were procured for the 
following nations: Bolivia, Senegal, British Guiana, Jamaica, Turkey, Syria, The 
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Republic of China, Jordan, Ceylon and Honduras. Flour was acquired for Egypt 
and Lebanon under the auspices of the United Nations Relief Works Adminis- 
tration. 

In conjunction with the Department of National Defence, a research project 
has been undertaken in an attempt to effect economies, establish quality control 
in certain areas and explore the feasibility of introducing standing offer agreements. 


Machinery Branch 


This Branch was formed in May, 1964, by amalgamation of the Armament 
Branch, Machine Tool Branch and two sections of the former General Purchasing 
Branch. 

During the year contracting for armament equipment for Canadian defence 
requirements amounted to $28 million. Contracts for general supplies for Canadian 
defence requirements amounted to a further $10 million. 

Of the $28 million in orders placed for armament items, contracts with 
Canadian industry amounted to $21.5 million. Orders for a further $7.5 million 
were received by Canadian firms for U.S. armament requirements such as pro- 
pellants, fuzes and small arms ammunition. Canadian armament purchases from 
foreign countries amounted to $6.5 million. 

The major items of Canadian armament production for defence requirements 
included torpedoes, anti-submarine projectiles and devices, aircraft bombs, anti- 
tank and small arms ammunition, rocket launchers and pyrotechnic stores. 

Efforts towards procurement cooperation with European countries was 
extended. Joint production of mutual requirements for a light anti-tank rocket 
and launcher was begun with Norway. Branch participation in NATO Working 
Groups was increased. 

External aid procurement was undertaken for Pakistan, India and Malaysia 
involving pulping equipment, hydraulic presses, piping, instrumentation and con- 
trol equipment, transmission towers and heating. 


Materials Branch 


The Materials Branch began operations in April, 1964. It is responsible for 
the procurement of ferrous and non-ferrous metals and industrial minerals in 
primary, semi-fabricated and fabricated forms. It also bears the responsibility for 
the Government’s residual Strategic Materials Stockpile and the assignment of 
Canada-United States Defense Priorities. 

In the nine-month period of its operations in 1964, the branch issued 577 
contractual commitments valued at $1,660,239. Items such as structural steel, 
reinforcing rods, nuts, bolts and glass were procured for India and Pakistan through 
the External Aid Program. 

Canada’s defence and related programs were still dependent, to some extent, 
on allocations under the United States Defense Materials system for supply of 
certain metallic and non-metallic materials. This year an increased number of 
Canadian defence and Atomic Energy contractors again found it advisable to take 
full advantage of the priority allocations and special assistance was provided to 
Canadian defence contractors under the United States Defense Production Act. 
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Canada’s major defence programs were again included in the United States 
Master Urgency List, thus ensuring an equal supply of the strategic and critical 
materials to meet production schedules. 


Mechanical Transport Branch 


During the year initial steps were taken towards the centralized procurement 
of all government vehicles and purchases were made on behalf of the Department 
of Public Works, the Department of Public Printing and Stationery, Canadian 
Arsenals Ltd., and the Unemployment Insurance Commission. 

The activity of the Branch was in the main, however, centred around the 
procurement of vehicular equipment required by the Department of National 
Defence. In addition to purchasing the ordinary types of commercial vehicles, 
contracts were placed for crash trucks, fire engines, aircraft refuellers, refrigerated 
vans, tankers, tracked vehicles and various other items of a mobile nature needed 
by the Armed Forces for transportation, construction and material handling 
purposes. 

Activities relating to international programs were intensified, including ve- 
hicles under development as joint defence Canada-United States sharing projects. 
The Branch represented the Department at NATO meetings concerning vehicles 
and associated equipment, and supported Department efforts to increase defence 
equipment sales abroad. A concerted effort to assist industry to participate in the 
Canada-U.S. Production Sharing Program resulted in briefing sessions being given 
in the larger industrial complexes throughout Canada. 

Development programs were established on behalf of the U.S. Department 
of Defense (USAF) and a major program established for the study of snow and 
ice removal. 

As part of its non-military activities, the Branch undertook the procurement 
of special railway coaches and truck-trailer units for the Centennial Commission. 


Shipbuilding and Meavy Equipment Branch 


During 1964, the level of Shipbuilding and Heavy Equipment Branch activity 
in respect of specific requirements remained at approximately the same level as 
1963. However, the Branch assumed additional responsibility for the procurement 
of heavy equipment for the Department of National Defence and External Aid 
Office. 

The principal specific requirements handled during 1964 were the completion 
of the last two destroyer escorts of the six-ship Repeat Restigouche program; the 
construction of the Pacific Naval Laboratory vessel scheduled for completion this 
spring, and the completion of a deperming barge. 

Construction continued on schedule in the U.K. on three “OBERON” Class 
Submarines for the RCN. The first vessel, HMCS “OJIBWA”, was launched in 
February 1964 and will be completed late in 1965. The second and third vessels 
are scheduled for completion mid-1967 and mid-1968. 

Conversion and modernization of four St. Laurent Class Destroyer Escorts 
were completed and similar work undertaken on two additional vessels for com- 
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pletion in 1965. Nation-wide “firm price” tenders were called in December 1964 
for conversion of the last ship of this class, HMCS “FRASER”. Conversion of these 
vessels includes equipping them with variable depth sonar, helicopter landing decks 
and modernization of communications and armament. 

Fleet Maintenance during 1964 placed 81 contracts valued at over $7,000,000, 
covering the repair, refit and degaussing of vessels. 

Contracts were awarded for ship components, small boats and related stores. 
A major area of procurement was the equipment for the conversion and moderni- 
zation program for Destroyer Escorts. Included in this field was the production of 
a unique Canadian-designed helicopter hauldown system and equipment for re- 
plenishment at sea. 

During the year contracts amounting to approximately $1,000,000 were 
placed in the Canada-United States Defence Production Sharing area by the 
Branch. These covered such items as torpedo tubes, catapult rams, propellers and 
marine valves. 


Wood Products Branch 


In May 1964 the Paper and Wood Division was formed. It took over the 
responsibility for the procurement of a diversified range of goods usually available 
from the open competitive market, and previously the responsibility of the General 
Purchasing Branch. The items involved consist of paper and paper products such as 
toiletries, containers, packaging and barrier materials; furniture for household, 
schools, offices and ships; gymnasium and recreational equipment and miscellaneous 
items basically of wooden or paper construction. 

During the year, lumber, pulp, newsprint, school furniture, medical and educa- 
tional films and technical books were purchased under the Colombo Plan for 
delivery to Pakistan and Tanganyika. 

During the period May Ist to December 31, 1964, the division issued 1,466 
contractual documents valued at $4,712,707. 

During October 1964 the purchase function formerly performed by the Depart- 
ment of Public Printing and Stationery was transferred to the Wood Products 
Branch. The purchase of fine paper and envelopes was placed with the Paper and 
Wood Division. The procurement of office equipment and printing equipment 
was transferred to the Machinery Branch. 

The Printing and Stationery Division was set up in the Branch to carry out the 
purchase function for all government departments for stationery, printing, printing 
supplies and office supplies. Purchases in 1964 for the Division amounted to 
$18,395,140. 
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International Programs Branch 


The International Programs Branch, established in 1964, has integrated the 
activities of the Canadian Commercial Corporation with those of the United States 
and Overseas Divisions of the Department in line with a recommendation of the 
Royal Commission on Government Organization. The Corporation has, however, 
retained its corporate identity. 

The International Programs Branch’s functions include: coordination of the 
Department’s interests in international programs for cooperation in defence indus- 
trial research, development and production, management of the Canadian Com- 
mercial Corporation activities, guidance of the Canada-U.S. Defence Production 
Sharing Program and other elements of the Department’s bilateral and multilateral 
defence activities, and managing External Aid supply activities. 

The branch has an office in Washington to maintain liaison with various 
U.S. Government Agencies. Seven offices are located in major cities of the United 
States. Officers of the branch are stationed as attachés at the Canadian embassies in 
Paris, and at Bonn in the Federal Republic of Germany, and at the High Com- 
missioner’s Office in London. They assist Canadian industry to participate in 
European defence requirements. In addition, two officers serve on the Canadian 
Delegation to the North Atlantic Council in Paris. 


Canadian Commercial Corporation 


During 1964 the total dollar value of business received from the United States 
and other governments, international agencies, and departments of the Government 
of Canada amounted to $126.3 million. This represents a decrease of some $20 
million from that received in 1963 from the same sources. This decrease resulted 
mainly from the substantial reduction in U.S. and other government purchases 
of Caribou aircraft. There was also a decrease in the volume of purchases made on 
behalf of the External Aid Program. While the dollar volume of business done by 
the Canadian Commercial Corporation decreased in 1964, the number of en- 
quiries and bids processed was considerably greater than in 1963. 


Pregrams for Maintaining the Defence Industrial Base 


Programs aimed at maintaining the defence industrial base in Canada include: 
i) a defence industrial development program 
ii) a defence industrial modernization program 
iii) a strategic components sourcing program. 


The development program was established in 1959, to sustain the techno- 
logical capability of the Canadian defence industry. The program supports the 
development of defence equipment aimed at meeting the military requirements 
of the U.S. and other allied governments on a cost-shared basis. From the inception 
of the program to the end of 1964, a total of eighty-eight defence development 
projects have been approved or recommended for support, resulting in a significant 
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increase in the employment of technical and skilled personnel in the Canadian 
defence industry. Current projects include airborne surveillance navigation systems, 
short take-off and landing (V/STOL) aircraft, gas turbine stationary engines, 
submarine detection equipment, off-road vehicles, light-weight missile launchers, 
communications equipment, and upper-atmospheric research vehicles. During 1964, 
$20 million was spent in support of these projects. 

An important adjunct to the development program continues to be the 
government-industry cost-shared Defence Industrial Research Program managed 
by the Defence Research Board in coordination with the Department of Defence 
Production. 

The defence industrial modernization program was established during 1964 
to provide assistance in the modernization of Canadian Defence Industry to ensure 
its ability to participate in the domestic and foreign defence export market. During 
the year eleven projects were approved with a value of $614,000. 

The strategic components sourcing program ensures that, wherever possible, 
Department of National Defence requirements for component parts and materials 
are met in Canada. Results from this program have a supplementary benefit to 
industries supplying DND requirements when the same industries are supplying 
other government’s defence requirements. Expenditures in this program during 
1964 amounted to $405,000. Increased DND equipment requirements over the 
next five years will benefit from this program. 


Canada-United States Defence Production Sharing 


The Canada-United States Defence Production Sharing Program continued 
to show gains resulting from strengthened government-to-government and govern- 
ment-to-industry relationships, better procedures, and added emphasis on research 
and development. 

In terms of contracts placed, U.S. Defence Production Sharing business in 
Canada during 1964 totalled $166.8 million, a 17% increase over 1963. Total 
U.S. business in Canada during the 6 years of the program reached $914.7 
million. Comparable figures for Canadian business in the U.S. for 1964 were 
$173.3 million with a 6-year total of $851.5 million. Thus, the cumulative 6-year 
cross-border balance of production sharing business between Canada and the 
United States was $63.2 million in Canada’s favour at the end of 1964, down 
$6.5 million from the $69.7 million balance at the end of 1963. 

“ The level of defence production sharing activity between Canada and the 
United States is measured on the basis of definitions and statistical techniques 
approved by both countries. Contracts included in the production sharing category 
are applied research and development, pre-production, production, licence agree- 
ment and technical assistance, installation (other than construction), and repair, 
overhaul and modification. Contracts for “off-the-shelf” general procurement, 
construction, basic raw materials, fuels and lubricants, or services are not included. 
Thus, it is not practical to compare figures measuring the Defence Production 
Sharing Program, which include sub-contracts as well as prime contracts, with 
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data in other sections of this Report which relate to the prime contracting and 
CCC business for which the Department is also responsible. 

Government-to-government relationships were strengthened through meetings 
which included the Canada-U.S. Ministerial Committee on Joint Defence, the 
Production Sharing Steering Committee, the United States Secretary of Defense 
meeting with the Minister of Defence Production, and meetings of various Working 
Groups involved with particular problem areas. These meetings were in addition 
to the normal day-to-day liaison with U.S. Government authorities by the Depart- 
ment’s Washington office and Field Liaison Officers. 

Close liaison was maintained with other Canadian Government departments, 
particularly National Defence, External Affairs, Finance, and Trade and Com- 
merce in matters relating to the production sharing program. 

Relations with Canadian industry were strengthened as a result of closer 
contact by the production branches of the Department. Information was provided 
to industry on a wide range of opportunities in both the prime and sub-contract 
area, and procedural matters were refined to ensure faster reaction to bid 
solicitations. 

An enlarged and revised third edition of the “Production Sharing Handbook” 
was published during the year and given wide distribution in the United States 
and Canada. 


Development Cooperation Program 


The development program sponsored by the Department is aimed at stimulat- 
ing development activity in Canadian defence industry by enabling it to undertake 
research and development work aimed at meeting the requirements of the United 
States or other Allied Armed Forces. Financing of the program is carried out 
on a cost-shared basis between the Department, Canadian industry, and the U:S. 
and other allied governments. Total new commitment from all sources in 1964 
augmented the level of the program by $53 million. This is a significant increase 
over 1963 for which the comparable figure is $24 million, and is particularly note- 
worthy since research and development is the forerunner of eventual production. 


Overseas Defence Exports 


The concept of national self-sufficiency in the design, development and pro- 
duction of costly and complex military equipment is rapidy giving way to the 
necessity for economic and industrial interdependence and scientific cooperation. 
Accordingly, the Department intensified its effort during 1964 to establish bilateral 
arrangements with its NATO partners and other allied countries for closer co- 
operation in the fields of research, development and production of military 
equipment. 

The Anglo-Canadian Committee on Research Development and Production, 
established in 1963 for mutual examination of defence requirements, met in 
London during 1964. Resulting from this meeting, a number of potential require- 
ments for such Canadian defence products as vehicle navigation sets, anti- 
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personnel mines, underwater sound equipment, etc., were identified. Other 
encouraging areas leading to possible joint development and future production of 
specialized Canadian products are being actively pursued by departmental project 
officers and the Department’s officers in London. 

Arising from exploratory discussions in 1963, a sewauineninlee team visited 
The Federal Republic of Germany during 1964 to explore areas of possible co- 
operation in the fields of research, development and production. As a result of 
these meetings, an understanding was reached. with the German Ministry of 
Defence to work with the Department toward the establishment of joint develop- 
ment programs in areas where the defence industrial capabilities of the two 
countries could be coordinated in defence projects of common interest. The 
Federal Republic of Germany is now examining and evaluating a number of 
Canadian developments for possible introduction into the German armed forces. 

During 1964 departmental teams visited Belgium, France, the Netherlands, 
Sweden, Norway and Denmark to develop further opportunities for closer collabora- 
tion in cooperative research, development, and production of military equipment. 

The English edition of a publication entitled “Canadian Defence Products” 
was distributed in 1964 through Trade Commissions and Departmental officers 
abroad to military and procurement authorities of NATO and other friendly coun- 
tries. This publication is aimed at assisting foreign governments and their defence 
industries in identifying defence products and services available in Canada. French 
and German editions of the publication will be ready for distribution in 1965. 
Another publication to be known as “Canadian Research and Development 
Facilities” is being prepared and will be distributed in 1965. 

Total overseas defence export business in 1964 amounted to nearly $60 
million. This is an increase of $7 million over 1963. Seventy-seven Canadian firms 
participated in this business exporting to 40 foreign countries (excluding United 
States). 


NATO Research Development, 
Production and Infrastructure 


In 1964 Canadian representatives continued to participate in a wide range 
of NATO technical committees and programs with the object of fostering increased 
cooperation in defence research, development and production (RDP). Canadian 
representation is coordinated by the Department. Canada has taken a prominent 
role in initiating NATO cooperative projects and developing the philosophy of 
NATO basic agreements which can provide the framework for cooperative RDP 
projects. Effective collaboration among NATO Countries continues to form the 
basis of Canadian defence production planning for overseas cooperation. Current 
NATO cooperative projects in which Canada is a participant include the M72 Light 
Anti-Tank Weapon and Mobile Hostile Weapon Locating Radar. The CL-89 
Surveillance Drone currently being developed jointly by Canada and Britain has 
been offered to NATO as a cooperative RDP project. NATO has recently been 
informed of Canada’s interest in participating with the United States and Germany 
in the joint development of the Main Battle Tank. 
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Infrastructure 


Canada is actively participating in the plan for the air defence of NATO 
Europe (NADGE). This is the largest NATO infrastructure project yet attempted 
and the most complex. The NATO Council has agreed that Canadian firms should 
participate up to the equivalent of the Canadian contribution, or some $17 million. 
A meeting of all interested firms from NATO countries has been arranged to take 
place early in 1965. 

Canadian firms have been encouraged to participate more actively in other 
NATO Common Infrastructure programs. To facilitate these efforts, Canada 
obtained an amendment to the competitive bidding regulations allowing a two 
weeks extension of time for the submission of bids. 


24 


The Canadian Government Supply Service 


A Government decision, taken on September 4, 1963, directed that the 
recommendations of the Royal Commission on Government Organization relating 
to the formation of a central purchasing and supply agency be implemented. The 
responsibility for carrying out this decision was assigned to the Department of 
Defence Production. 


A plan of organization for a future Department of Supply was prepared by 
the Department. This plan required the integration of the purchasing organization 
of Defence Production with the supply functions of warehousing and distribution, 
specifications and standards, quality assurance, traffic management and cataloguing. 
In the plan of organization these functions were grouped with the regional purchas- 
ing function of Defence Production and Crown Assets Disposal Corporation to 
form a Canadian Government Supply Service. 


In accordance with the Government directive, Defence Production has 
established a central purchasing agency to serve all departments and agencies. The 
first stage of implementation, that of transferring to the Department the procure- 
ment and maintenance responsibility, hitherto undertaken by the Department of 
Public Printing and Stationery, with respect to office machinery and stationery, has 
been completed. 


Four branches of the integrated supply service were formed during the year: 


(a) The Regional Purchasing Branch was established on January 15th, 1964, to 
provide an overall regional purchasing service for the Navy, Army, RCAF 
and the Defence Research Board. The new Branch, therefore, continued the 
regional purchasing function of the 14 Canadian district offices of the General 
Purchasing Branch. On April 1st, it assumed the local procurement responsi- 
bilities formerly discharged by the London, England; Paris, France; Koblenz, 
Germany; Washington, D.C., and Dayton, Ohio, offices. During the year 
Canadian methods, procedures and equipment were introduced into the 
London, Paris and Koblenz Offices. 


Prior to the formal constitution of the Clothing and Textiles Branch, Chemicals 
Branch, Food Products Branch, Machinery Branch, Materials Branch, and the 
Mechanical Transport Branch on April Ist, 1964, the Regional Purchasing Branch 
was responsible for the remaining activities of the General Purchasing Branch. 

In 1964, the Regional Purchasing Branch issued 112,073 contractual docu- 
ments valued at $159,341,000. Of these, 2,649 valued at $29,372,000 were issued 
by Headquarters elements during the months of January, February and March. The 
14 regional offices located across Canada processed 103,572 contractual documents 
having a total value of $54,969,000 for goods and services required to support 
the daily activity of regional defence establishments. 

For their part, overseas offices of the Branch in Britain, France and The 
Federal Republic of Germany issued departmental contracts valued at $9.5 million, 
while the United States Office, located in Washington, issued contracts amounting 
to $65.5 million to handle all procurement from the United States Armed Services. 
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During 1964, specific purchasing responsibilities were assigned to the regional 
offices in Ontario, Quebec, Manitoba and Alberta, on behalf of the Departments of 
Citizenship and Immigration; National Health and Welfare; Public Works and 
the Canadian Corporation for the 1967 World Exhibition. 


(b) The Warehousing and Distribution Branch was established in August 1964. 
The Branch assumed responsibility for the national distribution of stationery 
for all Departments and Agencies on August 17, 1964 as well as providing 
direct supply support to the Canadian Government Printing Bureau through 
the operation of paper, printing material, and technical maintenance stores. 
This constituted the major supply assignment undertaken by the Branch and 
the activity is under close surveillance within the newly formed No. 1 Supply 
Centre, Capital Region. 


(c) The Cataloguing Branch, formed April 1, 1964, operates in conjunction with 
the cataloguing personnel in the Department of National Defence as the 
NATO military cataloguing structure is being used by the Supply Service. 
It is intended that the military and civil cataloguing systems be integrated 
as completely as possible. 


(d) The Traffic Management Branch formed in April, 1964, undertook the 
analysis of the freight content of purchases. Arrangements were completed 
for an agreed charge contract between the Federal Government and the 
Canadian Railways covering the movement of coal in Western Canada which 
resulted in substantial savings. 


The Quality Assurance and Specifications and Standards Branches will be 
fully established in 1965. 


The Regional Supply Centre. The Government directive further instructed 
the Department to develop a system of consolidated warehousing and test it 
in a pilot operation. A study to help determine the basis of such a pilot operation 
was carried out by a firm of management consultants in British Columbia. The 
consultants believed that a pilot operation in an area where there were many 
federal government users such as Ottawa-Hull would give the best testing results. 

A plan has been prepared for establishing the pilot operation in the Ottawa- 
Hull area. An important feature of the plan is to develop and prove out the 
policies and procedures for an integrated supply system linking the seven supply 
functions and to demonstrate that the service and cost objectives can be met before 
expanding the Canadian Government Supply Service. 

In September, 1964 the first supply centre was established, as the No. 1 
Supply Centre—Capital Region, in Hull. Here the pilot operation will be developed. 

In connection with the development of the Canadian Government Supply 
Service, a team of analysts worked with the functional branches to develop 
systems, procedures and forms for the operation of No. 1 Supply Centre. Basic 
requirements for an effective inventory control were established and test runs 
were made of available inventory control systems. A determination was made 
of data processing requirements and procurement action was initiated for the 
rental of equipment. 
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Financial policies calling for total recovery of costs from customer depart- 
ments and agencies, coupled with a self-supporting revolving fund financial struc- 
ture, were drafted by the Comptroller’s Branch. These policies, together with 
other broad programs for implementation of the C.G.S.S., have been approved 
in principle by the Treasury Board. Further long-range plans have been formulated 
for the development of modern concept of financial management, along the lines 
- recommended by the Royal Commission on Government Organization. 
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Advisory and Services Branches 


Comptrolier’s Branch 


The Comptroller’s Branch provided complete accounting service for the 
Department of Defence Production, Department of Industry, and the Canadian 
Commercial Corporation, as well as commitment and disbursement control on 
behalf of Emergency Measures Organization, at Civil Defence College, Arnprior. 
Services on behalf of the Corporation included, as usual, the operation of all 
bank accounts and special financial and accounting administration as required. 
Complete bookkeeping records, based as far as possible on commercial practice, 
were kept of the transactions against the Parliamentary appropriations of Depart- 
ment of Defence Production and Department of Industry, and of all the assets 
and liabilities for which responsibility lies with the Minister. 


During 1964 the volume of accounting of both the Department and of the 
Corporation continued to increase with respect to various Revolving Fund projects, 
assistance to Canadian industry, development of technological capabilities, Canada- 
United States Production Sharing and other trade expansion activities. 


A new Division was organized to plan and develop financial management and 
accounting procedures for the Canadian Government Supply Service. 


The financial position of the Department as at March 31, 1964, is shown in 
the Balance Sheet and related schedules given in Appendix G, duly certified and 
reported upon by the Auditor General. 


Finaneial Adviser’s Branch 


The Financial Adviser’s Branch continued to advise on the development and 
application of financial policies including those related to purchase contracts, and 
to review major contract proposals to ensure the proper application of depart- 
mental financial policies. Contract audit reports were reviewed and assistance 
rendered in resolving cost and profit problems arising from them. 


During the year studies were undertaken on achieving additional incentive 
type contracts and the processing of identical bids. The Branch also participated 
in reviews covering the financial aspects of programs relating to the modernization 
of the defence industry, Defence Industrial Research assistance and Canadian 
Commercial Corporation policies and procedures. It provided information on 
contractor liability for insurance, taxes and duties and advised on related problems 
arising from contract negotiations. 


Applications for capital assistance and additional capital cost allowances 
(accelerated depreciation) were reviewed in the light of departmental policy. 
Declarations of surplus items were screened for approval and the use of Crown 
equipment on non-Canadian defence work was assessed for rental charges. The 
Branch administered municipal grants made in lieu of taxes on Crown-owned 
defence plants operated by private contractors. It also coordinated the estimates 
for both the Department of Defence Production and the Department of Industry 
and the appropriations required by associated Crown Companies. 
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The Branch served in an advisory capacity to the Department of Industry 
and reviewed the cost and profit positions of follow-on orders resulting from 
assistance provided under that Department’s Development Sharing Program. 
Applications for income tax exemptions made to the Area Development Agency 

by industries establishing plants in designated areas were also reviewed. 


General Services Branch 


The General Services Branch provided administrative services to the Depart- 
ment. 

In addition to such normal services as communications, office supplies and 
stationery, filing, messenger services and central typing facilities, it provided the 
special services required in support of the Department’s purchasing role. These 
included the maintenance of lists of suppliers, the typing, duplication and distribu- 
tion of invitations to tender, contracts and other contractual documents and the 
receipt, custody and opening of tenders. 

A rigid time control over all individual activities making up the purchasing 
function is being established through a new Schedule Control Section. 

During the year, the Branch was active in the adjustment and development 
of procedures required by the assimilation by the Department of purchasing 
responsibilities for other departments. The Branch participated in the preparation 
of a new volume of Canadian Defence Products. 

The Information Division has been established to look after the informational, 
educational and promotional activities of the Departments of Defence Production 
and Industry. The Data Processing Division provides statistical and data processing 
service to the two Departments. It also provides basic data for industrial develop- 
ment work by researching import documents and identifying products or groups of 
products which are imported in sufficient volume to warrant manufacture in 
Canada. 

The Industrial Security Division is responsible for the Security and protection 
of classified contracts, implementation of national and international security re- 
quirements and policies as they affect Canadian defence contracts and the inspec- 
tion and surveillance of certain plants. 

During the past year, the more significant purchase documents were made 
available in both languages. Bilingual purchasing forms are now in use by both 
our Regional Offices as well as by the Department’s Head Office. The Department 
issues all administrative circulars bilingually. 


Legal Branch 


The Legal Branch provided all other Branches of the Department and the 
Deputy Minister’s Office with legal services. 

The preparation of formal contracts with Canadian industrial firms continued 
to be one of the principal functions of the Branch. These contracts covered procure- 
ment of defence supplies for the Canadian Armed Services, the United States 
Military Departments (under the Canada-United States Defence Production Sharing 
Program) and other governments; the procurement of machinery and equip- 
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ment for use in the production of defence supplies; financial aid to Canadian 
industry for research and development and for the establishment of productive 
capacity and qualified sources of supply; the sale of Crown-owned production 
equipment; leases, settlement agreements, licenses and technical assistance agree- 
ments; and other miscellaneous matters. 

The Legal Branch also prepared or reviewed formal contracts between the 
Department and agencies of other governments, including NATO countries, cover- 
ing the sale to such governments of defence supplies produced by Canadian 
industry. 

An increasing volume of legal services was rendered to the Department of 
Industry regarding legal aspects of Canadian industry’s proposals and representa- 
tions to that Department. 

The transfer of various functions to the Department of Defence Production 
introduced new legal work for agencies such as the Emergency Measures Organiza- 
tion, the National Design Council and the Canadian Government Printing Bureau. 
In addition, as the Department undertook purchasing for the Canadian Corporation 
for the 1967 World Exhibition, it was necessary for the Legal Branch to prepare 
and advise on the form of a wide variety of contracts and agreements to be used 
in that activity. 

During the performance of contracts the Legal Branch was called upon to 
give legal interpretations, especially where claims arose by or against the Crown, 
which might lead to litigation. Advice was given on such matters as assignment of 
contracts, sub-contracting patents, licenses, proprietary rights, inventions, royalties, 
title, risk, insurance, tax and land matters and termination of contracts. 

The Branch handled all legal work for the Canadian Commercial Corporation 
and from time to time gave advice regarding certain other Crown agencies which 
report to the Minister, such as Defence Construction (1951) Limited, Crown 
Assets Disposal Corporation and Canadian Arsenals Limited. 


Management Services 


The Management Services Branch carried out a complete survey of the Office 
Machine Division of Machinery Branch. Pilot units were established to test the 
proposed Schedule Control and Contract Management Information System. Surveys 
were also undertaken in Contracts Authorization Division and Comptroller’s 
Branch. 

The result of a study of allocation procedures in the Departments of Defence 
Production and Industry was the assignment to specific branches of responsibility 
for: 

(1) purchasing in accordance with the Federal Supply classification and 

(ii) industrial development in accord with the DBS Standard Industrial 

Classification. 


The general phase of an Electronic Data Processing feasibility study was com- 
pleted and the detailed phase was begun. Requirements for photocopy equipment 
were surveyed and assistance was provided to several units in regard to record 
keeping problems. 
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The Management Analysis Division has assisted in the transfer of purchasing 
responsibility from the Department of Public Printing & Stationery to the Depart- 
ment of Defence Production, and in planning the integration of other departments’ 
purchasing work. 

_ The Purchase Research Division organized and directed a survey of purchases 
made by major departments of government. This involved the abstraction and 
tabulation of information from about 400,000 purchase documents. The purpose 
was to obtain information on the value and nature of materials and services bought 
by the Government in order to develop plans and guide-lines for the consolidation 
of government purchasing and supply. 

The Facility Evaluation Division carried out special investigations on technical 
problems; assessments on research and development potential; clarifications of 
problems relating to contracting performance and Canadian content; and assisted 
in locating sources of supply and the selection of companies capable of tendering 
on U.S. and Canadian sub-contracts. The information collected was made available 
to all concerned and has been of material assistance in improving departmental 
source and commodity listings. 


Personnel Branch 


The reorganization of the Personnel Branch (formerly Administration 
Branch) placed special stress on recruiting, career planning and appraisal, classi- 
fication and staff training. The number of employees in the Department of Defence 
Production rose from 1611 to 2103 (and in the Department of Industry from 85 
to 333) during the year. 

Transfers of staff took place from the Canadian Commercial Corporation, 
Canadian Arsenals Limited, Defence Construction (1951) Limited, and the 
Procurement, Purchasing and Stores Branch of the former Department of Public 
Printing and Stationery. The first phase of staffing for the Department of Industry 
was completed with most of the key positions filled. Considerable progress was 
made both in the classification and recruiting for the Canadian Government Supply 
Service. Planning started on the major classification conversion program in prep- 
aration for the introduction of Collective Bargaining and Arbitration in the public 
service. 

The branch designed and conducted the following courses: Orientation (all 
levels including newly-appointed Directors); Contract Negotiation; Management 
Accounting and Management Controls. French-language training was organized 
for all levels. Seminars and workshops were conducted in management develop- 
ment, functions of related government agencies, purchasing practices, industrial 
engineering and speechcraft. A study of training needs was conducted for the 
Canadian Government Printing Bureau and a program designed to meet their 
special situation was initiated. 

Library services were expanded to meet the increasing information demands 
of the newly-recruited officers. 
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Emergeney Supply Planning Branch 


The Emergency Supply Planning Branch made further progress with plans 
and arrangements to bring the War Supplies Agency into immediate, effective 
existence in the event of a nuclear war. The Agency would operate at the national, 
regional, zonal and local levels of government and would assume control of the 
production, distribution and pricing of supplies for all civilian and military 
purposes except for certain aspects of the agricultural and fishing industries. 

The stand-by staffing of the national and ten regional components was main- 
tained at a satisfactory level during 1964. 

Research programs completed during the year included the identification of 
bulk and retail stocks of food, fuels, and certain essential materials, the mapping 
of bulk petroleum storage points and studies of the effects of a nuclear attack 
on selected major industries. 

A revised system for the collection and storage of WSA essential records was 
developed and put into effect at the national and regional levels. 

Two pamphlets, “Emergency Organization for Industry” and “Essential 
Records for Industry” were prepared. 

In consultation with the Emergency Measures Organization, liaison was main- 
tained with NATO agencies and regional liaison was established with the United 
States Department of Agriculture. Considerable work was done by the Branch 
in the preparation of resource data for various exercises including one sponsored 
by NATO. 

Two training courses were conducted by Branch Headquarters staff at the 
Canadian Civil Defence College for stand-by staffs of the War Supplies Agency. 
Branch officers lectured to approximately forty courses sponsored by other depart- 
ments and agencies in Ottawa. 
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Appendix B 


Senior Personnel of the Department 


as at December 31, 1964 


Minister 


The Honourable C. M. Drury, P.C., C.B.E., D.S.0., Q.C., M.P. 


Executive Assistant to the’ Minister: 4.1.0..00.. >) 


Deputy Minister 
G. W. Hunter 


Assistant, Deputy sMinister), «ccc re bbe an. de eee 
Assistant DéputyaMinistor iwenames 1.4. baat. ent 
Assistant Deputy ¢Ministera 021) Pen eee, Mier ee 
Executive Assistant to the Deputy Minister ...................... 


Procurement Branches 


Director, AICCTALE ES Salic ibd Meme ds see ee in lanes, oa: 
Director, Electrical and Electronics Branch ...................... 
Deputy Director, Electrical and Electronics Branch .. 
Director, International Programs Branch .......................... 
Deputy Director, International Programs Branch ...... 
Director,.;MachineryeBranen 2.7Cb a) Mis oe ee 
Deputy Director, Machinery Branch ........0............... 
Director, Shipbuilding and Heavy Equipment Branch ........ 


Deputy Director, Shipbuilding and Heavy 


Hquipmontat ranches 1508 eo tee aa ig, eit 
A/Director,:Chemicals; Branch 2.0.0.0}. 
Director, Clothing-and Textiles Branch... ..c.-.0.05...005.-. 
Director, Food Products: Branch 4.440) 4.209. 
Director, Materiais* branche. 32. eee 6 ee ee 
Director, Mechanical Transport Branch .........00...00...000.000.. 
Director, Wood | Products; Branch ...4.44..006...6466. ce. 
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F. M. Wanklyn 


D. B. Mundy 
B. G. Barrow 
W. J. Mulock 


A. D. Belyea 
J. S. Glassford 
S. I. Comach 
R. M. Trites 
M. L. Card 
F. Dugal 

J. R. Brisson 
J. C. Rutledge 


J. J. McKennirey 
D. F. Gray 

A. M. Guerin 

A. H. Mathieu 
R. D. Hindson 
N. B. MacDonald 
K. O. Roos 

G. P. O’Keefe 


Advisory and Service Branches 


ESTES ee Rn cee PC ee area UIE cas Ul adllag roneates G. F. Wevill 
Deputy oniptrollerct 2 seg SE G06 Sb nek T. E. Brown 
PAT CIANPA CaSO ia dies pees at 5 oe eA caine. val Sng R. M. Keith 
MSOC MIL EAA DICIAL EAC VIGEL og ec iia cos shld ides ieee N. R. MacLean 
Director, Contracts Authorization Division ................ J. D. Langley 
Director, Emergency Supply Planning Branch .................. G. E. Woodside 
Director, General Services Branch .....0..........:s.ccccccnesssessnee J. J. Tevlin 
Pret lee Fle RCAC Ya 2 eens tee eer Uc houspoleesed anced F. F. Waddell 
Mepiuty Director, Legal Branca csi ein C. S. Stevenson 
Directo Manaccincnt, CONOR I... cscs cscs ceensns BOI A. R. Bailey 
Direcrer Personnel Branch x. cisceesoccinaaconescion ssc team H. R. Kotlarsky 
Director Management ‘Services’ Branch «1......0.0...000.000.. J. M. DesRoches 
Director, Regional Purchasing Branch. ......................00 D. M. Erskine 
Director. Pratic Management Bfanenl 5.2. cack.--0s10s22ec00e0ense- G. J. Whyte 
Director, Warehousing and Distribution Branch ................ R. C. D. Laughton 
Deputy Director, Cataloguing Branch ..............00... ee C. E. Adams 


Canadian Government Printing Bureau 


Reet IADR OCG MeN eg es fan ad sey tet snr cenmenctenaceronst C. B. Watt 
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Appendix C 


Distribution of Departmental Staff 
as of December 31, 1964 


Deputy” Manisteig s.3.g.a-. se eee oe eget ae eee oe 11 
PART CIAL ert i cares icles p tease ie emai lie ala ote Re eR ee 175 
Cat BlO RIN 8 ohn als che lara eM eet in ane eee ee ee i 
£5 S11 (5721 ER Pd Pte SRN Ee SIT ANNIE RC Ge ae Sr at ert. Jaf 
CIOUno ranC ex llcs . sree meme ter. oe tn nee eee 36 
Gomptronler’s® sor,,s:ctetpee ines ences hednoi yee, Aone gene ae ee js 8, 
Blecttical@and: Plectromics siege. ic epee cheesy wre MI ot A 183 
Emergency Supply Planning o.oo. soce.css:1c/00)-)scess SORRY. See 62 
Panne ale AviSer Ss: ule lhc cr, 0.< oe aa A ea Re eta clea 50 
TOOC LE POCUCES geers vane er Winey) eine ene ae 7 
WICICLAOEEVICES mere ee Me Pm Se a RAs Af ae Ore 345 
Titernatroral MP LOOT ANUS occ cc0es se ook cues eee esata. ates ee 138 
Tee Cah werent. ie tee eee crc. ee ie 
Machinery «oh. t7....cra eno eee BOI? TONS 166 
Management Control Group ssa eee ee 11 
Management Services =: Ses = Sr, OM ts 27 
VEAL ET LSI eee tate taal tich vir ccasirrenecrs Grek dey exer evoestncony San dennin suse a 8 
Mechanicabalransportemmesiens Geriets cts A ee 33 
ICESO RT eee: Mie cad tect Ueber finn: Shines «v.05 R idea 112 
GAEL R ee CLT (COE Gee” Oe ae stern enn ei 3 JR 3 
BC PONG EU Ler dclD ome ieee eh ane ach tena a ee eee 253 
SiipbuldmendshHeavy Bquipment ...c.,..... 2440410 ee ee 115 
SPECUICALOUS sada tANGalds See oe ee 5 
TTA REA Ce INET trent Om. Me hn ome of rn en en 8 
Warehousing and MDistributionat en OP ee hey, SO 140 
DVoodyPraductsr :. Genhwtilins. owt Mette ec lee 43 

Grands Wotahets oo.o.6 bur eect lash voice A ee 2205 
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Appendix D 


Crown Companies Associated with the 
Department of Defence Production 


as at December 31, 1964 


Canadian Arsenals Limited 


122 ys SVs [Sat depen nN ee RP Rane baleen ir J. R. Brisson 
Vice-piccdent a0.) 1205).. cies Ae ere Oe G. W. Hunter 


Canadian Commercial Corporation 


[RP SCCV Ta ern) Ee is: Saar nat Ramsar Ween ane. ae ste Com yn ete ane? M. H. Lamoureux 
Secretary and Legal Advisen, .5.098. .2aapy ccs. F. F. Waddell 
Comptroller’ ....:. eshte ee -othate Meee eee eto. ere G. F. Wevill 


Crown Assets Disposal Corporation 


| ETH Ta (oh 81 RRA IO PR re carted die asic a rcsneen GSU YF Louis Richard 
General Manager on) tre teesessnrareesreteenees D. L. Thompson 
WIC PLCGICCIIU Pep ee ott earns cies: G. W. Hunter 
Assistant Genetal Wianaver .....2 sect ates g ee J. M. Mackinnon 
BeCTELALY. ANd) LCC AU COUDS CL cece ce us aeare isk Se R. LaPrairie 


Defence Construction (1951) Limited 


President and General Manager .........1............0.c00:008 A. G. Bland 
ecal Counsela!. 2c!) saat OF. Pee ee. A! J. D. Jennison 
Secretary GiQW is. Si 0As, hr. Wits met nnnee ect ocaeeeeeen: N. J. Smith 
TECASULEL oc..55c< SANG . OO es weet te. ARO Cre edn Sn N. Tokaryk 


Polymer Corporation Limited 


Chairman. Of 106 BOar as aan. Slo actin i tenia? E. J. Brunning 
President and Managing Director ...................cceeeeee E. R. Rowzee 
Vice-President cunrovebt’. aku ty od Spee: ks: E. J. Buckler 
Wace President PNR, DOP Res. cs sceedonserns L. D. Dougan 
ECOL PECIUCIILE sgt eae gee et re ete ease R. E. Hatch 
Ware PreSiCOlt te cnc siete ches Wie a ga ae A a es Vk I. C. Rush 
TERE TESICCUC sata cae ke oe cha alien oaks ng S. Wilk 
PL TOASUT CE. SF Bessa tadiesc Ry MOO SeceIE: BR PBI s ca sne Tea G. Bracewell 
Secretary /and Chief :Legal Officers 20,Awy :... cya... W. J. Dyke 
aT 


Appendix E 


Regional Purchasing Offices and 
Offices Located Outside Canada 


Addresses as at December 31, 1964 
Regional Purchasing Offices 
In Canada 


ST. JOHN’s, NFLD. .............. Room 401, Main Post Office Building, 
Water Street, 
(P.O. Box 487). 
PI ALTE AX 2 Nie: coe aa ee Room 527, Federal Building, 
Bedford Row, 
(P.O. Box 1655). 


SAINT JOHN, N.B. .............. Room 408, Sadim Building, 
Canterbury and Duke Streets. 
QOURBEGPIO: We el ats Gare Maritime Champlain, 
Chemin des Foulons. 
MONTREAL, P.O. ................ 685 Cathcart Street. 
OTTAWAWONTIINS 84. 8 953 Somerset Street West. 
LORON TOmONT Hie, Room 1214, Mackenzie Building, 
36 Adelaide Street East. 
LIONDON i ON Tat Busia ssa 388 Dundas Street, 
(P.O. Box 2275—Terminal “A’’). 
WINNIPEG, MAN. ................ Room 326 E, 
344 Edmonton Street. 
REGINA SASK! 25... iecdregeds Room 302, New Post Office Building, 
Cornwall and S. Railway Streets. 
CALGARYJVALTA® Room 725, Public Building, 
8th Avenue and Ist Steet East. 
EDMONTON, ALTA. ............ Room 309, Federal Building, 
107th Street and 99th Ave. 
VANCOUVER, (B.e nn Harry Stevens Building, 
125E, 10th Avenue. 
VICTORIAS (DC cu rer Room 318, Canada Customs House, 
816 Government Street. 
Outside Canada 
WASHINGTON, U.S.A. ........ Canadian Department of Defence Production, 


2450 Massachusetts Ave., 
(P.O. Box 4897, Cleveland Park Station), 
WASHINGTON 8, D.C., U.S.A. 
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SO0-Onice 255.2 JE MCL DDP 
Wright-Patterson Air Force Base, 
OHIO, U.S.A. 


LONDON, ENGLAND ............ Canadian Department of Defence Production, 
1 Grosvenor Square, 
LONDON W. 1, England. 


AS AN aa a Canadian Department of Defence Production, 
1 rue Chanez, 
Paris 16°, France. 


KOBLENZ, GERMANY .......... Canadian Department of Defence Production, 


54 KOBLENZ-PFAFFENDORF, 
Emserstrasse 21, Germany. 


Other Offices Outside Canada 


WASHINGTON, U.S.A. ........ Canadian Department of Defence Production, 
2450 Massachusetts Ave., 
(P.O. Box 4897, Cleveland Park Station), 
WASHINGTON 8, D.C., U.S.A. 


Sub-Office 7 55 MCL DDP 
Wright-Patterson Air Force Base, 
OHIO, U.S.A. 
LONDON, ENGLAND ............ Canadian Department of Defence Production, 


1 Grosvenor Square, 
LONDON W 1, England. 


AYRSHIRE, SCOTLAND ........ Canadian Department of Defence Production, 
c/o Scottish Aviation Limited, 
Prestwick Airport, 
Ayrshire, Scotland. 


PARIS gE RANCH sc. aten ba... Canadian Department of Defence Production, 
c/o Canadian Embassy, 
35, avenue Montaigne, 
PARIS 88, France. 


UE Weise ORK pel Naess eesti. Consul and Assistant Trade Commissioner, 
Department of Trade and Commerce, 
c/o Canadian Consulate General, 
680 Fifth Avenue, 
NEW YORK 19, N.Y., U.S.A. 


Romy, N. YOR tere ee ROP/DDP 
Rome Air Materiel Area, 
Griffiss Air Force Base, 
ROME, N.Y., U.S.A. 


BEDFORD, MASS. ............--+ Canadian Department of Defence Production, 
L.G. Hanscom Field, 
BEDFORD, Mass., 01731 U.S.A. 
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PHILADELPHIA, PA. ............ Canadian Department of Defence Production, 
c/o U.S. Army Electronics Support 
Command/DetA 
ATTN: SELSC/P-CD 
225 South 18th Street, 
PHILADELPHIA, Pa., 19103 U.S.A. 


DETEOIT,, MICH, 205 Canadian Department of Defence Production, 
c/o U.S. Army Ordnance District, 
1580 East Grand Blvd., 
DETROIT 11, Mich., U.S.A. 


STs LOU Sia ViGhs teatinne cate a Canadian Department of Defence Production, 
AVCOM, 
P.O. Box 209, Main Office, 
ST. LOUIS, Mo., 63166, U.S.A. 


Los ANGELES, CALIF. ........ Canadian Department of Defence Production, 
c/o Los Angeles Contract Management 
District, 
1206 South Maple Avenue (Room 546), 
LOS ANGELES 15, Calif., U.S.A. 


CHICAGOPIEL B9I0"4. ThFs. 100 Canadian Consulate General, 
310 South Michigan Avenue, 
Suite 2000, 
CHICAGO, 4. Ill, U.S.A. 
NEW ORLEANS, LA. ............ Consul and Assistant Trade Commissioner, 


Department of Trade and Commerce, 

c/o Canadian Consulate General, 

Suite 1710, 

225 Baronne Street, 

NEW ORLEANS 12, La., U.S.A. 

OFFICE OF DDP REPRESENTATIVE ..OTAN-NATO, 
TO THE NorTH ATLANTIC Place du Maréchal de Lattre de 
CoUNCIL Tassigny, 
PARIS 16°, France. 


DEFENCE PRODUCTION ATTACHE ....c/o Canadian Embassy, 


35 avenue Montaigne, 
PARIS 88, France. 


DEFENCE PRODUCTION ATTACHE ....c/o Canadian Embassy, 


CANADIAN REPRESENTATIVE TO Zitelmannstrasse 22, 
THE EUROPEAN ORGANIZATION BONN, Germany. 
FOR DIRECTION AND CONTROL 

F-104G 
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Appendix F 


Statistics of Defence Contracts 
and Expenditures 


The statistical tables in this Appendix contain information for calendar years 
1963 and 1964 on contracting and related spending in connection with the Cana- 
dian defence procurement and construction program, foreign government prime 
defence contracts placed through Canadian Government agencies, and contracts 
placed on behalf of other Canadian Government Departments and agencies. These 
statistics measure the value of contracts as they are issued to contractors and 
suppliers and the value of payments as they are made to them. 

The net value of contracts issued, as shown in these tables, includes the value 
of amendments which increased or decreased commitments under existing con- 
tracts, as well as the value of new contracts. In some cases, therefore, “credit” 
net values are shown because decreasing amendments to contracts placed in earlier 
years have exceeded the value of new contracts and increasing amendments issued. 

The tables are shown in pairs, with the first “a” containing data on the net 
value of contracts issued and the second “‘b” containing the value of expenditures 
against these contracts and against similar contracts placed in earlier years. 


Tables 1-a and 1-b contain summary statistics relating to all contracts issued 
by the Department of Defence Production and its associated Crown companies, 
Defence Construction (1951) Limited and Canadian Commercial Corporation, 
with the exception of those involving payments out of the Defence Production 
Revolving Fund. Both contract and expenditure data are broken down by the 
various sources that requisition and pay for the goods or services involved. 


Tables 2-a and 2-b contain statistics related to contracting by the Department 
of Defence Production and Defence Construction (1951) Limited on behalf of the 
Department of National Defence. Payments against these contracts are made from 
funds appropriated by Parliament for the Department of National Defence. The 
figures in these tables are broken down by defence programs (as defined below) 
and the country in which the prime contractor is located (based on the address 
to which the contract is sent). The data contained in Tables 2-a and 2-b are 
similar to those contained in Tables 1-a and 1-b to Tables 4-a and 4-b in previous 
Annual Reports of the Department. 


Tables 3-a and 3-b provide data relating to prime defence contracts placed 
in Canada by foreign governments through Canadian Government agencies, such 
as Canadian Commercial Corporation. The Department of Defence Production 
issues most of the contracts for Canadian Commercial Corporation. 


Tables 4-a and 4-b relate to certain activities in support of Canadian defence 
industry that are financed from Defence Production parliamentary appropriations. 
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Definitions of the Defence Programs 


The general concept involved in this defence program classi- 
fication is that of relating all procurement, as far as possible, 
to a readily identifiable military end-item, such as an aircraft, a 
ship, an electronic device, a gun, a type of ammunition, an item 
of clothing, etc. Thus a particular program includes, in addition 
to the end-item, those components or parts that become an 
integral part of the end-item, as well as associated services such 
as design and development, installation, maintenance and repair 
and overhaul. 


AIRCRAFT: This program includes complete aircraft and items to be physically 
incorporated in complete aircraft, such as airframes, engines, propellers, 
navigational and flight instruments, electrical systems and their components. 
The repair and overhaul of aircraft is also included. Excluded are accessories 
such as armament and communication equipment, photographic equipment, 
training devices and ground support equipment. 


ARMAMENT: This program includes weapons such as small arms, guns, howit- 
zers and their components; light, medium and heavy ammunition of all types, 
including mines, depth charges and torpedoes; rockets and missiles and their 
launchers; and explosives and certain defence chemicals. Electronic fire 
controls are not included. 


ELECTRONICS: Electronics and communication equipment of all types are in this 
program, including telephone, telegraph, radio and radar equipment. Under- 
water sound equipment, fire control equipment and flight and tactics simu- 
lators are also included. Development, maintenance, management and 
transportation services associated with the procurement of electronic and 
communication equipment are in this program. (This program was formerly 
identified as the Electronics and Communication Equipment program. ) 


SHips: This program includes destroyer escorts, frigates, minesweepers, aircraft 
carriers, and other floating equipment, and ship components such as hulls 
and superstructures, propulsion machinery, boilers, condensers, heating and 
electrical systems. Reconversion, refit and repair of ships are also included. 
Armament and electronic gear are excluded. 


TANK-AUTOMOTIVE: Included in this program are tanks and vehicles of both 
armoured and non-armoured types. Cars, trucks and buses and their com- 
ponents, such as tires and tubes, are included. Excluded are armament and 
electronic equipment. 


FUELS AND LUBRICANTS: This program includes petroleum, gas, coal and coke, 
and their products, principally aviation turbine fuel and gasoline, motor 
vehicle gasoline, and heating fuels. 
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CLOTHING AND EQUIPAGE: All items of personal clothing, including footwear, and 
of personal equipment, such as mess kits and steel helmets, are in this 
program. 


CONSTRUCTION: This program includes all construction contracts for building 
structures, runways, etc., as well as for consultant services, repairs and 
maintenance. Most of these contracts are placed by Defence Construction 
(1951) Limited. 


Table 1-a.—Net Value of All Contracts Issued 


Sources for which Contracts Issued 1963 1964 
$000 $000 
Preparmment Of National Defence «i. oi oc ccgeaposesscesnecivscendecognspuncacetas SZ2,207 507,158 
Department of Defence Production: 
Votes in Support of Defence Industry .....................c cee eeeeennee 11,330 9,565 
Foreign Governments: 
Sy kick hal ic te pe Oa as eee OR Rta le A GR PR 96,868 84,557 
EY PLETED Se nian coin bipennate pte ar ADIN Ae el ROR tO She AI P37 2,018 
Pegeral WepUDIC Of Germany ~ joc. do5aceecc denis ncctigassonndsnclarcoavanneenene 2,693 3,807 
ee Gee gelato Uh, gat Oe Ee ne ane Rv et come ERS PES tee me Ca 34,239 12,035 
CIS FW] Be io Gr, We DR a aT A RL, RY RR Re Ren ee 11,646 13,075 
Other Government Departments and Agencies ...................0:0608 1,543 35,769 
EES IS 0 fe Se EROTIC Ree SE ROE RER Meena” YS) e SBRANAMMIe I cereNlsa 681,968 667,985 


Table 1-b.—Expenditures against All Contracts Issued 


Sources Paying the Contracts 1963 1964 
$000 $000 
Mevartaienteot..National Defences i... 2.35: ii «.odicseescces bb bByetetersovens 524,780 534,260 
Department of Defence Production: 
Votes in Support of Defence. Industry ................cc:ccceesssceeeeees 16,776 10,489 
Foreign Governments: 
MIO BSEATCS 2. FR Fo hinnsn Boek ee  - Oh DO ROR ka 152,835 138,719 
PELE ee rer ce cree erties caries teoretetten me cers 1,844 1,064 
Per aye DUiic. Of. Germ Eyy sss! sccisiiocissncicissessceveasmovayesnniowsoyeses 6,297 5,081 
ROE A SOVETOINOUIES 6 ack rei le stews auivis ewe cgabh anna dabataudadespaadens 28,312 13,898 
erat PTE © ERPOT IAN, PAO «te acts ie 2k blond scada nicak vahenanacnidennis 21,079 15,520 
Other Government Departments and Agencies ..................ccccccceeeeee 3,325 25.052 
BEC Biel Lot Pe dl aa Pees ieee RAE Ae GEO a tore, aE Ont Meee eee oo Oe Ree ee 755,248 744,083 


43 


Table 2-a.—Net Value of Canadian Government Defence Contracts 


1964 
United Other 

Program Canada States Britain France Countries Total 

$000 $000 $000 $000 $000 $000 
Air cralt: \ scitancsusdn Mer ee ee 95,930 48,592 11,514 5 9 156,050 
Armamen tennsatrisiw acacia 14,603 4,079 2,285 139 128 21,234 
TEICCELOUICS: 2555 niccec cg: se Mn 93,862 1,561 744 311 nye | 96,809 
SIS Oe een cae te ecreme reetsa sone CH els 225 15,239 oo — 36,981 
Lank-avitOmotive tec..:ceats cen encrvssiss 14,004 12,812 505 135 ZS 27,671 
Fuels and Jubricants*....4.c2800.24 42,761 Ws 256 243 285 43,557 
Clothing and equipage .................. 10.715 327 26 2 1 11,071 
CONSITOCHON) 70) scien BU. 1S — — 1,195 1,090 32,858 
Oinerto eae rane 74,156 3,343 544 1,408 1,476 80,927 
BU Gea. iconic ttn cc accurate sean en ac 398,121 70,951 31,114 3,437 5 Rf '6) 507,158 

1963 
United Other 

Program Canada States Britain France Countries Total 

$000 $000 $000 $000 $000 $000 
Alrcrait.” ,:.:::::- eee See tee: 140,130 26,424 912 10 68 167,545 
ATMOAMENE eee een ees 11,328 2,490 330 40 cr 13 14,119 
Plectromice i tcks cc aie eee 94,315 11,254 1,677 284 312 107,843 
Ships titers: tit: ott vere mote ceeems 40,346 576 286 * — 41,209 
Pank-automotive’ asic. eels nese. eesce 13,014 49 4,233 91 287 17,674 
Fuels and lubricants .................0. 46,034 58 119 63 383 46,658 
Clothing and equipage ................ 10,660 46 40 6 2 10,754 
CCONSUTUCTION “Soin tec neence 31,247 — — 1,558 424 33,229 
Other4a.. Sere ee Se) 79,023 15223 508 1,399 1,091 83,246 
TL OLAT Sh. ee ee 466,097 42,121 8,107 Kye | 2,581 522,257 


*Less than $500. 
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Table 2-b.—Expenditures Against Canadian Government Defence Contracts 


Se SS Se ee ae ee eee na 


1964 
United Other 

Program Canada States Britain France Countries Total 

$000 $000 $000 $000 $000 $000 
REG 6. OOM Presincctekeasctabet adores 160,935 29,217 1,087 5 10 191,255 
MOMTOSOTIE 4 A Bio ccs caseraeneesaseoe 9,657 33290 786 2,106 128 17,972 
PCC CNCS oe ins seen BG... 102,759 9,095 519 311 403 113,086 
Eee Ass MNT Ah eee reas eat ck ae cas aman baivios 35,574 409 197 — — 36,179 
PAS SULOIMOUIVG nsccie ssi ess cworsmandiovsnaes 12,558 11,363 1,281 135 213 25,550 
Fuels and lubricants ...................06 25,167 11 122 243 Die 25,815 
Clothing and equipage .................... 10,188 354 33 Z 1 10,578 
ELT ETT 9) 0 tenet ae i ne ere SOE 33,250 oon — L3tz 589 oe Ba 
fe Fa al ie ae a AS es Rea 73,397 1,932 488 1,408 1,450 78,674 
EELS PU oi 9) RG tI 463,485 57,675 4.512 5,522 3,066 534,260 

1963 
Ne ee 
United Other 

Program Canada States Britain France Countries Total 

$000 $000 $000 $000 $000 $000 
EECA OA as 159,797 13,070 1,823 10 72 174,772 
i a MRINONND Be ccd Sisipn cots ceigaios Canine 14,905 2,498 2,171 4,552 13 24,139 
ay oe <n. ar 91,201 10,780 1,035 284 263 103,564 
TASS cna cea mn re RRR 51,826 496 378 - pS) $2,155 
Tank-avtomotive 0 ...:scsesssdaecencerenses 9,550 pA 851 91 287 10,802 
Fuels and lubricants ........................ 28,593 12 97 63 386 29,151 
Clothing and equipage .................. 11,980 3 65 6 2 12,056 
BESO SET TRC TLOES ols: os Stunna ae aeeners 30,880 — — 1,319 ait 32,510 
CUE evo aoc TY EAE eae nr er er oe 79,535 2,164 862 1,400 1,072 85,033 
Sey eS 2. cook) Ea cee oP ee 478,267 29,046 7,283 Ke: 2,458 524,780 


*Less than $500. 
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Table 3-a.—Net Value of Foreign Government Prime Contracts Placed in Canada 


1964 
United West Other 
Program States Britain Germany Countries Total 
$000 $000 $000 $000 $000 
AIrerate "22 cus neh ee eee 37,103 * 1,812 6,023 44,938 
ATMAMEent SAeeceneck Seen 3,517 617 — 5,664 9,798 
Blectrronics feet tee 32,199 901 1,928 233 35,261 
Fuels andjubricantS-17 scan: 152 — — _ 152 
ConstrictiOn 2.0. kere 973 — -—- 7 1,050 
Other 2 Paes. Bea ee 10,612 500 67 38 11,217 
a RST Py ers a a a i PS a Pe vd 84,557 2,018 3,807 12,035 102,417 
1963 
United West Other 
Program States Britain Germany Countries Total 
$000 $000 $000 $000 $000 
PNITOCOR UG flee re corer ae ae 46,706 — 1,394 29,089 77,189 
AsIMAMERE <cosecnsescestemane osmdeeeses 5,033 766 3 582 6,384 
[BN eb fa 01 on ee cee SEE ik RR 33,614 129 1,296 4,056 39,095 
Poueleaad lubricants 2... cae ee Be PAY —_ oo a S;o2t 
GONSEPUCTION Res sscccacctcasetes teense cnc siae rs ist — a — T3151 
QOURerR ec kk Reta 7,037 476 * $12 8,026 
OLAE at a Res Aree ee ate ee 96,868 1,372 2,693 34,239 135342 


* Less than $500. 
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Table 3-b.—Expenditures Against Foreign Government Prime Contracts 
Placed in Canada 


1964 
United West Other 
Program States Britain Germany Countries Total 
$000 $000 $000 $000 $000 

JN geet CR re eee 86,728 — 2,431 10475 99,332 
ASTRAMONE <seeecres Sersenrekiseerter certs 5,563 481 — 1,419 7,463 
TCC OUICS Seer crea reseiescs ees tabacaeens 36,857 200 2,650 1,973 41,680 
Fuels and) lubricants | ...300.60tl ince 226 — — a 226 
Construction. #2. ete seeks 1,002 — — —_ 1,002 
OTP RD, Sk Aen Ene Seen eR Rae nee 8,344 383 — 333 9,059 
Totnleliert’. csccentted F:.gecgs Psi 138,719 1,064 5,081 13,898 158,762 
a ea i i a ll A iN git ND hin at cen 

1963 


ed 


ee 


United West Other 

Program States Britain Germany Countries Total 

$000 $000 $000 $000 $000 
PR TECTALE © hh kein Cae Rt Os ae 95,157 ot 228 21,905 117,290 
PAEPAATINGNE: £2 bs. Sees Stents see ickan ote 5,072 564 3 593 6,732 
miectromics: ee 42,971 7154 954 2,669 47,348 
PeVOlS A MUOTICANES oe ccssincssacasnasenannds 3,702 — — — 3,702 
MEO NSETUICHION. pastec ccc. ata pe vede rigatinaeneanee 2,050 — —_ — 2,050 
OT Rn Wa Ty Seer Ae ec 3,384 25 liz 3,146 12,167 
PS CUD Biecah Smale tala 5 iim YB = Amd oe et 152,835 1,844 6,297 28,312 189,289 


ee 


* Less than $500. 
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Table 4-a.—Net Value of Contracts to Assist Canadian Defence Industry 


Category of Assistance 1963 1964 
$000 $000 
Care, maintenance and custody of Crown owned standby defence 
SSOES 9 sc saiicsnteses' once incasseon ghanedne saved seuesre) atenanecouae het tad ae seneas a oI 164 120 
CMPIRAL  OSSISEANCE 555005 Wi iinsv diac nccsaerecicaiee reteet te eeeeaeententr ntemernae aeeer eter ears 150 104 
Establishment of competitive production capacity through absorbing 
certain preproduction. and. tooling. costs. .0. AMPA wcscerineceees 1,133 44 cr 
Establishment of qualified sources for the production of component 
NVATES VTEC TVVALCT TALS 5 5c sees ovis oa seve ee eee ee vo i tlocte fi ox 474 494 


To sustain research and development capability in Canadian industry 
in order to assist the Canada-United States development and 
Production “GHATiINg PLO REAM se. .: cc; cho MOP ose sence sonibeso dee osamencsoomceeel 8,789 8,8917 


1 ie) Oates aint TA Rs eniartig PME rey nr GOR a et ne wre MPR. co tries Troe 9,565 


Table 4-b.—Expenditures Against Contracts to Assist Canadian Defence Industry 


Category of Assistance 1963 1964 
$000 $000 

Care, maintenance and custody of Crown owned standby defence 
CAC ag ORR Roan acl exten RRL Men ree amare Be AIRS ll uatea Gee ns MSE 583 738 
COpital WASSISANICE® woe ee ne Cr ee eee 119 WAS 

Establishment of competitive production capacity through absorbing 
certain preproduction and fooling COStS  ..n....:5::05.. AM id anncsonncterenre 1,890 283 

Establishment of qualified sources for the production of component 
BATTS GOV FRAC OLIGIS, ici erated das psec sv se ME ee ae a oh gan ees 485 406 


To sustain research and development capability in Canadian industry 
in order to assist the Canada-United States development and 
DYOUUCUON™ SUATINIE PIOSTANT  scctilat tere tteccen cokes nett este 13,699 8,935+ 


RA ree nT eR ROD ET UTR OURS OF ny a rect tenn RW MIO a Lae oie 16,776 10,489 


+ The 1964 figures of $8,891,000 and $8,935,000 are for the January to March 31, 1964 period 
only. Vote 5 was transferred to Department of Industry April 1, 1964. The net value of contracts 
placed in the 1964 calendar year totalled $35,133,000 while expenditures totalled $20,084,000. 
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Appendix G 


Ottawa, March 29, 1965. 


The Honourable C. M. Drury, 
Minister of Industry, 
Ottawa. 


SIR, 


I have examined the accounts and financial statements of the Department 
of Defence Production for the year ended March 31, 1964. 

The Department’s revolving fund, established under section 16 of the 
Defence Production Act, contained an accumulated. surplus of $1,255,779 at 
March 31, 1964. Section 58(5) of the Financial Administration Act provides 
that when a revolving fund ends the year with a surplus, such surplus shall be 
transferred from the revolving fund as revenue. In our opinion this surplus should 
have been transferred in accordance therewith. 

In accordance with established governmental practice, the Crown-owned 
capital assets for which the Department is accountable are carried on the balance 
sheet at cost, without showing any deduction with respect to depreciation. 

I now report that, in my opinion, subject to the foregoing: 

(a) proper books of account have been kept by the Department; 


(b) the financial statements of the Department 

(i) were prepared on a basis consistent with that of the preceding year 
and are in agreement with the books of account, 

(ii) in the case of the balance sheet, give a true and fair view of the 
state of the Department’s affairs as at the end of the financial year, 
and 

(iii) in the cases of the statement of expenditure, statement of revenue 
and the summary of transactions in surplus arising from trading 
operations, give a true and fair view of the operations of the 
Department for the financial year; and 

(c) the transactions of the Department that have come under my notice 
have been within the powers of the Department under the Defence 

Production Act and any other Act applicable to the Department. 


Yours faithfully, 


GEO. LONG 
for Auditor General. 
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Exhibit II 


Summary of transactions in 
Equity of Government of Canada Account 


for the year ended March 31, 1964 


Balance at Aprifet 31963 2) wk, ee ee a SPA Bea: PES GS | 
Additions: 
Transfer of assets from other departments and 
CroWn Seencies 2.20. Ba Roe Ab ee 3,433,543 
Assets acquired from appropriations .....................0. 183,745 
Decrease in accounts: payables c..3.4. 2 Soe. ee 670,066 225,829,485 
Reductions: 
Transfer of surplus assets to Crown Assets Disposal 
Corporagon: 2).6) hike ee Be et 5:761,177 
Decrease in fixed assets in custody of Canadian 
Arsenals. Limited 242 eo een aso enna tse 4,394,173 
Decrease in working capital advance to the Canadian 
Conmercial (‘Comoratione a eae, emenn ine. 4,000,000 
Receipts from ‘sales, etc., Exhibit TV ........5.5:00.066 2,359,486 
Transfer of assets to other departments and Crown 
AOCTICIES ~ cis Vesper ye alecnceskac nia ages Ie Ge 1,295,270 
Assets written off due to completion of contracts, 
gdismantlinigs Cle. Beko. 2. chuc sisi nhieaenigh rods Meare 663,884 
Cae fp Sine aie APRS OUR Ey Tee elt MOR ania nw an 2,690 18,476,680 
Balance at March 31, 1964 .................. te ice ae a ek RS $ 207,352,805 


=) 


Exhibit Il 


Statement of Expenditure for the year ended 
Mareh 31, 1964 


(with comparative figures for the year ended March 31, 1963) 


1964 1963 
Vote I, Departmental administration 

Salaries! Geta h icucis eceitesccaecsiann ee. IX $ 9,554,256 $ 9,145,053 
BETA er ALLOW al CCS ING, «5 oiciseuca cease cvivncccaees dveneewesenast 233,916 209,169 
Travelling and removal expenses ........................ 313,892 288,831 
Office stationery, supplies and equipment .......... 337,676 243,244 
Telephones and telegrams ...0.........0...0c.ccccccee ees 230,971 176,191 
Professional and special services ............0....000000005 140,015 113,164 
BCS EO hehe ha is On Rok aie ssnG ere $1,328 57,392 
Rreisht; vexpenses and Cartage ......cciccucsavca 15,823 | a ea 
Rental of office accommodation ............00..000.... DATT 3,343 
Publication of departmental reports and other 

Piaterial. aa ae ie eae LE. 21,014 1,186 
INC OS ac pec) oe an he a tyactanip iene mowers 22,505 17,011 


$10,923,933 $10,266,706 


Vote 5, Care, maintenance and custody of standby 
defence plants, buildings, machine tools and 
DPLOGUCTION. COOLS ease ea 770,094 846,603 


Vote 10, Capital assistance 
Capital account 


| 2Pe LUV ose Pe4 1 | SPRCrtee PUREE CO AU Aa see ep Or iad Re Mae 22,677 113,341 
Accountable advances to contractors .......... 156,457 63,597 
Establishment of production capacity 0.0.0... wu. 52,720 
179,134 
Income account 
Establishment of production capacity .......... 928,025 £335,553 
Vote 15, Grants to municipalities in lieu of taxes .... 187,025 130,012 
Vote 20, Establishment of qualified sources for pro- 
duction of component parts and materials 
PRAIA ACCOUNILT WE ten ecokiat ee acetate 2,000 1,667 
BRCOMIN ACCOMDE titer cass aera aa neta eae 485,342 243,539 
487,342 


=e 


Vote 25, Sustainment of technological capability in 


Canadian Gimdustry = 50. c cs eee ees 


Vote 30, Defence Construction (1951) Limited 


Administration .......... 


Canadian Arsenals Limited— 
Vote 35, Administration and operation .............. 


Vote 40, Construction 
Vote 40, Equipment 


and improvements ............ 


Terre rrr rrr rere re eee eee ee ee ee ee rr 


Statutory—Minister of Defence Production 


Salaryecs #0. $8 eas 


eee eee ee i) 


Statutory—Refund of prior year’s rental revenue .... 


Total expenditure 
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4,765 
629 


1964 


18,392,664 


2,509,825 


4,257,976 


268,330 


5,394 
36,416 


$38,946,158 


1963 


8,537,898 


3,221,504 


4,200,573 
7,464 
375,296 


15,000 
2,000 


$29,413,773 


Exhibit IV 


Statement of Revenue for the year ended 


Mareh 31, 1964 


(with comparative figures for the year ended March 31, 1963) 


Income Account— 


Sales of surplus Crown assets 
CCU OH sAVESUDCNITGS oo. 4s oeccn oc tee tikes cove eens 
Rentals of buildings and equipment .....................00.000. 
Refunds of previous years’ expenditure 
Miscellaneous 


Capital Account— 


‘Sales of plant and equipment by the Department ............ 
Repayment of debentures 824s sti. RO eee. BM 
Recoveries of advances and accounts receivable ................ 


Total per Exhibit II 


55- 


1964 


$10,413,052 
4,095,794 
153,955 
11,588 
3,918 


$14,678,307 


2,316,442 
23,822 
19,222 


2,359,486 


$17,037,793 


1963 


$ 8,543,519 
3,652,107 
1823575 
108,652 
4,649 


$12,491,502 


218,771 
23,129 
9,431 


PAREN. IS od 


$14,842,833 


Exhibit V 


Summary of transactions in surplus arising 
from trading operations (Revolving Fund) 
for the year ended March 31, 1964 


(with comparative figures for the year ended March 31, 1963) 


1964 1963 
Ralancesati Aprile Le. eee odes... cel ae eee... $ 881,994 $ 290,271 
Additions: 
Sales, less cost of materials sold— 
Aircraft and, components, sales ..................:::ces $31,471,861 7,710,679 
Aircraft and components, cost of sales ............ 31,471,861 7,710,679 
Research and development, sales ..................... 4,002,149 1,943,230 
Research and development, cost of sales .......... 4,002,149 1,943,230 
Munitions and components, sales _..................... 2,633,914 (112,769) 
Munitions and components, cost of sales ........ 2,633,914 (112,769) 
SONODUOYSiZSal OSs tape orentuttens panvardanchacrmnanseent cs 1,161,574 748,664 
Sonobuoys; "Cost “OLssales verti cakes 1,096,875 703,125 
Surplus transferred to accounts payable re- 
serve for price adjustments ................... 64,699 45,539 
Shipbuilding components, sales ....... 1 tae 210,419 63,944 
Shipbuilding components, cost of sales baie 210,419 63,944 
Strateric, Materials, “SAlES acca cc gare ooutieey 188,296 4,873,877 
Strategic materials, cost of sales .........0.000.....0.... 175,240 4,470,458 
13,056 403,419 
Interest received on sales of aircraft, net ................ 365,471 194,423 
1,260,521 888,113 
Reductions: 
Warehousing and other expenses—strategic ma- 
terials and (in 1962-63) Cloth ....:....cccccicccn 6,171 7,874 
Less: proceeds of sale of warehousing equipment 1,429 | FY J i) 
4,742 6,119 
Balance sati Maren: 3.0 Gc ean Hee srk ae $ 1,255,779 $ 881,994 
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ROGER DUHAMEL, rF.R:s.c. 
Queen’s Printer and Controller of Stationery 


Ottawa, 1966 
Catalogue No. P1-4/1965 


To His Excellency General The Right Honourable Georges P. Vanier, 
DSO, MC, CD, Governor-General and Commander-in-Chief of 
Canada. 


Marcu 31, 1966 
May IT PLEASE YOUR EXCELLENCY: 


I have the honour to submit to Your Excellency the Report of the 
Department of Defence Production for the calendar year 1965. 


A summary of the operations and services rendered by this 
Department, under their respective headings, is laid before Your 
Excellency. 


Respectfully submitted, 


& 


Minister of Defence Production. 
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MaRrCcH 31, 1966 


The Honourable C. M. Drury, PC, CBE, DSO, QC, MP, 
Minister of Defence Production, 
Ottawa, Ontario. 


DEAR SIR: 


I have the honour to submit the Report of the Department of 
Defence Production, which covers the operations and services rendered 
during the calendar year 1965. 


Yours faithfully, 


Dad 


A 
Deputy Minister. 
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Responsibilities and Organization 


The Department of Defence Production was established on April 1, 1951, 
under the provisions of the Defence Production Act. It has exclusive authority for 
the procurement of the goods and services required by the Department of National 
Defence. In addition the Department has the responsibility for ensuring that neces- 
sary production capacity and materials are available in Canada to support the 
defence production program. 

In support of the above two primary responsibilities and because defence 
procurement has an important impact on Canada’s economy and international 
balance of payments, the Department has the responsibility for undertaking 
measures to encourage the development and production in Canada of defence 
equipment. Such measures for which the Department is responsible include defence 
equipment export activities, the establishment of arrangements with the United 
States and other friendly countries for co-operative efforts in defence industrial 
research, development and production, and managing the Canadian participation 
in the cooperative endeavours of the NATO Armaments Committee. As in previous 
years the Canada-United States Defence Production Sharing Program has been 
the most significant of such activities. 

The Department provides the management and staff for the Canadian Com- 
mercial Corporation, which has the principal function of acting, on behalf of the 
Canadian government, as the contracting agency for foreign countries wishing to 
purchase defence, or other supplies and services, from Canada, on a government- 
to-government basis. 

On September 4, 1963 the Government gave to the Department the responsi- 
bility for implementing certain recommendations of the Royal Commission on 
Government Organization relating to the formation of a central purchasing and 
supply agency. In essence this required that the existing structure of the Depart- 
ment was to be gradually reshaped in order to accept the function of procurement 
on behalf of all civilian departments and agencies other than commercially oriented 
Crown Corporations, and the civilian supply function. 

To meet this responsibility there have been established within the Department 
a Canadian Government Purchasing Service, a Canadian Government Supply 
Service and a Canadian Government Repair Service, all of which are now func- 
tioning, and which together are being developed to form a future Department of 


Supply. 


Canadian Government Purchasing Service 


The Canadian Government Purchasing Service presently consists of 10 opera- 
tional branches, the International Programs Branch, and the Canadian Commercial 
Corporation. 
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The operational branches are: 
Aircraft 
Apparel and Textiles 
Chemicals 
Electrical and Electronics 
Food Products 
Machinery 
Materials 
Mechanical Transport 
Shipbuilding and Heavy Equipment 
Wood Products 


A complete outline of the activities of each of the operational branches and 
the International Programs Branch is given later in this report. 


Canadian Government Supply Service 

The Canadian Government Supply Service now consists of six headquarters 
branches, a Regional Supply Centre being operated as a pilot operation in Ottawa, 
a system of regional purchasing offices in Canada, the United States and Europe, 
and lastly, the Crown Assets Disposal Corporation. 


The six headquarters branches are: 
Regional Purchasing 
Warehousing and Distribution 
Specifications and Standards 
Traffic Management 
Cataloguing 
Quality Assurance 


An outline of the activities of the Canadian Government Supply Service 
during 1965 is contained later in this report. 


Canadian Government Repair Service 


The Canadian Government Repair Service was established in 1965 to pro- 
vide maintenance, repair and overhaul services and technical advice to federal 
government departments and agencies for all non-military machines, equipment 
and other products located in Canada. 


Advisory and Service Functions 


As a result of the integration of the civilian purchasing and supply functions, 
and in order to establish more effective advisory and service functions, a number 
of organizational changes were instituted during 1965. 

A Contracts Approval Board, chaired by an Assistant Deputy Minister, has 
been established as a result of an increase in authority given to the Department for 
entry into contracts for civilian supplies and services. 

The Financial Adviser’s Branch has been renamed the Contracts Branch and 
has retained most of its previous responsibilities with the exception of those relat- 
ing to the establishment of Departmental contract policy. A new Contract Policy 


10 


Group has been established to act in an advisory capacity with respect to the 
development and formulation of policies and procedures applicable to the Depart- 
ment’s defence and civilian procurement activities. 

Legal advice and services to the Department will now be provided by a Legal 
Adviser and staff reporting to the Deputy Minister, instead of by a Legal Branch 
as was previously the case. 

In summary, the service and advisory functions are now performed by the 
Contracts Approval Board, the Contract Policy Group, the Legal Adviser and the 
following branches: 

Comptroller 
Contracts 

General Services 
Management Control 
Management Services 
Personnel 


An outline of their 1965 activities is included later in this report. 


Emergency Planning 


The Emergency Supply Planning Branch is responsible for planning a War 
Supplies Agency which, in the event of a nuclear war would exercise control over 
the production, distribution and pricing of civil and military supplies. 


Crown Companies 


The following Crown Companies and Agencies report to Parliament through 
the Minister of Defence Production: 
Canadian Arsenals Limited 
Crown Assets Disposal Corporation 
Polymer Corporation 
Canadian Commercial Corporation 


Each of these organizations accounts for its activities through its own annual 
report. 


Canadian Government Printing Bureau 


In 1964, the Canadian Government Printing Bureau was formed to be respon- 
sible for the printing functions of the former Department of Public Printing and 
Stationery. The responsibility for publications rests with the Queen’s Printer. The 
General Manager of the Printing Bureau reports to the Deputy Minister of Defence 
Production and the Bureau issues its own annual report. 


1] 


Canadian Government Purchasing Service 


Defence and other Contracting, 1965 


Contracts having a total net value of $713,400,000 were issued in 1965, an 
increase of 8.4 per cent from the total of $658,400,000 in the previous year. 

The largest group of contracts, having a net value of $473,500,000 was issued 
on behalf of the Department of National Defence. This is 4.8 per cent less than 
the value of such Canadian Government defence contracts issued in 1964 and 
represents 66.3 per cent of the year’s total contracting by the Department com- 
pared to 75.5 per cent in 1964. 


Contracts Placed on Behalf of the Department of National Defence 
and Related Expenditures 


Contracts Placed 
(Net) 


Abroad 


Expenditures 
In Canada 
Abroad 
In Canada 


“4 
— 
5 
— 
~ 
°o 
a 
io 
° 
“ 
°c 
2 
—_ 
— 
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1962 1963 1964 1965 
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Foreign government defence prime contracts placed in Canada through 
Canadian Government agencies totalled $162,200,000 almost $50,000,000 greater 
than the value for 1964. Contracts valued at $154,000,000 or 95.2 per cent, were 
placed for the United States Government. 

Contracts issued against this Department’s votes to assist Canadian defence 
industry had a net value of $1,500,000 compared to the 1964 figure of $700,000. 
These figures do not include the value of contracts issued to sustain Canadian 
industrial technological capability since control of this latter vote was transferred 
to the Department of Industry effective April 1, 1964. 

Contracts let for Canadian external aid programs rose by 50 per cent from 
$13,100,000 in 1964 to $19,600,000 in 1965. 

The value of contracts issued in behalf of other Canadian government 
departments and agencies ($56,600,000) accounted for eight per cent of the 
Department’s total contracting during the year. This compares with a total value of 
$26,200,000 in 1964, which represented four per cent of the total procurement 
initiated by this Department. 

These figures, and those contained in appendix F of this Report, relate only to 
prime contracts awarded by the Department of Defence Production and its 
associated Crown companies, Canadian Commercial Corporation and, up to March 
31, 1965, for Defence Construction (1951) Limited. They do not include prime 
contracts placed directly with Canadian contractors by foreign governments and 
subcontracts placed in Canada by United States and other foreign defence 
contractors. 

Further reference to these direct prime contracts and subcontracts, which are 
reported to the Department by Canadian companies, is contained in the section of 
this report covering the defence production sharing program and overseas defence 
exports. 


Integration of Civilian Purchasing 


With regard to the integration of the civilian purchase function, significant 
progress has been made since 1964, when the purchasing functions of the Depart- 
ment of Public Printing and Stationery were integrated with this Department. 
During 1965, the Department of Public Works’ purchasing responsibilities in 
regard to furniture, janitorial supplies and maintenance, repair and operating sup- 
plies in Ottawa, Toronto and Montreal, were transferred to the Department of 
Defence Production. The personnel associated with these functions were also 
transferred to, and integrated into the Department. A similar partial transfer of 
purchasing functions has been entered into with the Department of Transport. 
However, in this case integration of staff will not occur until 1966. 

In, accordance with the over-all plan and schedule for the orderly transfer of 
the purchasing functions of other government departments and agencies during the 
next few years, the purchasing functions hitherto undertaken by the Department 
of Citizenship and Immigration and those undertaken by the Department of 
Northern Affairs and National Resources for units in the North West Territories, 
were transferred to DDP. Negotiations are under way to transfer the additional 
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purchasing responsibilities from Northern Affairs and National Resources. These 
negotiations will lead to the complete transfer, during 1966, of all the purchasing 
functions of that department. 

Similar consultations are now being held with the Departments of Veterans 
Affairs and National Health and Welfare, and it is expected that the takeover of 
those purchasing responsibilities will be completed in early 1966. 


Airerait Branch 

In 1965 the Aircraft Branch issued contracts totalling $225,500,000 com- 
pared to $183,300,000 in 1964. Of the 1965 amount, $125,000,000 was for the 
Canadian Forces for aircraft, aircraft equipment and related services. Exports of 
defence materials to foreign governments accounted for contracts valued at 
$99,600,000. Contracts for capital assistance, defence industry modernization and 
qualification of sources amounted to $900,000. 


Repair and overhaul contracts placed and administered by the Branch on 
behalf of the Canadian Armed Forces totalled 322 valued at $67,300,000. These 
were distributed among 47 Canadian, six United States and five United Kingdom 
facilities. In addition, nine contracts valued at $1,000,000 issued to five Canadian 
facilities were negotiated and administered on behalf of the Canadian Commercial 
Corporation. 

Following selection of the Northrop F-5 aircraft as the new tactical fighter for 
the RCAF, negotiations were opened with Northrop for reconfiguration and licence 
agreements to allow manufacture in Canada of CF-5A tactical fighter and CF-5D 
fighter trainer aircraft. Canadair was selected to manufacture this aircraft in Canada 
and production is scheduled to begin in 1966. 


Production of the CT-114 tutor primary trainer continued, 74 aircraft being 
completed during the year. The last of the 190 aircraft on order is to be delivered 
by August 1966. Production of F-104G aircraft from the Canada-United States 
Mutual Aid Program was completed late in the year. Delivery of spare parts 
continues. 

Assembly of CHSS-2 helicopters for the Royal Canadian Navy progressed 
satisfactorily. Procurement of a further five helicopters ordered for the Canadian 
Army was completed during the year. 

Manufacture of J79-11A turbo-jet engines for the MAP F-104G program was 
completed in November. Delivery of the J85-CAN-40 engines ordered for use in 
the CT-114 tutor aircraft was completed in September. Deliveries of the T58-GE- 
8B turbo-shaft engine for the Canadian Armed Forces Helicopter Program 
amounted to 31 engines during the year and were ahead of schedule. 

Arrangements are being made for a licence and technical assistance agree- 
ment for production in Canada of J85-15 gas turbine engines required for the 
CF-116 (CF-5) Tactical Fighter Aircraft Program. It is anticipated that a minimum 
of 250 engines will be required. Arrangements were made with the United States 
government to complete development and qualification of the engine, using that 
government’s facilities. 

A further 26 Caribou aircraft were produced during the year for foreign 
customers. Nine were delivered to the U.S. Army, four to Zambia, one to Uganda, 
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seven to the Royal Australian Air Force, completing the order for 25, one to Ansett 
Airways (Australia), four to Kenya, and one to Air Asia, Taiwan. 

An order was placed for 15 CF-115 Buffalo aircraft for the Royal Canadian 
Air Force, with deliveries scheduled during 1967 and 1968. 

Further progress was made with the development of the FHE-400 hydrofoil 
craft for the Royal Canadian Navy. Initial trials are expected to start late in the 
summer of 1966. 


Apparel and Textiles Branch 


As the successor to the former Clothing and Textiles Branch, the Apparel and 
Textiles Branch assumed during 1965 the responsibility for purchasing on behalf of 
the Department of National Defence items of outer and inner clothing, fabrics, 
canvas goods, bedding, flags, towels and related items. 

In addition it assumed in 1965 increasing responsibility for civil department 
requirements for goods and services, as a result of the formation of the Canadian 
Government Supply Service. 

During 1965, 1,200 contracts totalling $18,500,000 were let, an increase of 
approximately $5,000,000 over 1964. 

Contracts for major items of sized clothing and footwear were let on an annual 
basis, with quarterly deliveries made in accordance with the quarterly quantities and 
sizes required by the Department of National Defence. 

A contract valued at $1,387,000 was let during 1965 for the supply of 40,000 
sets of the newly developed load carrying equipment designed for use in conjunc- 
tion with the new combat uniform. This equipment replaces the conventional web 
equipment and lightens considerably the carrying load. The reduction in weight was 
brought about by the use of a lightweight waterproof fabric; use of velcro closures 
in lieu of the old style metal buckles and hooks and nylon moulded hardware 
instead of metal. Production will extend over two years. 

In co-operation with the Canadian Centennial Commission, the Apparel and 
Textiles Branch is engaged in the design and procurement of uniforms to be used in 
the coast-to-coast military tattoo which will be staged in conjunction with the 
Canadian Centennial in 1967. 


Chemicals Branch 


The Chemicals Branch was responsible for the procurement of petroleum 
products, heating fuels, pharmaceuticals, dental supplies, photographic stores, 
cleaning materials, paints and related coatings, rubber and plastic products, 
research and develpment services and chemical warfare items. 

During 1965, 4,995 contractual documents having a value of $56,200,000 
were issued. This represents an increase of $12,000,000 over the 1964 expenditure 
for the same period. Civilian procurement related to the Canadian Government 
Supply Service accounted for approximately 11 per cent of the totals of contractual 
documents issued. 

Participation in the Canada-United States production and development sharing 
programs included the promotion of protective equipment and chemicals required 
by NATO countries. Contracts were issued for various petroleum, rubber and 
plastic products. 
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An agreement was entered into on behalf of the Department of Public Works 
for the leasing of Crown-owned facilities at Fort Churchill, Manitoba, for the 
storage of petroleum products. Purchases of petroleum products for a one-year 
operation totalled $748,000. 

To effect economical supply and control, a national credit card system for the 
purchase of gasoline, oil, lubricating and minor road repairs through service 
stations is being implemented. This system will be used by 25 departments and 
agencies operating approximately 7,000 vehicles. It is estimated that resultant 
savings could exceed $150,000 annually. 


In 1965 External Aid procurement for India, Pakistan, Ghana and British 
West Indies involved such items as sulphur, ammonium sulphate, fire hose, paint 
and related commodities at an estimated cost of $3,780,000. 


Eleetrical and Electronics Branch 


During 1965 contracts valued at $102,400,000 were placed by the Electrical 
and Electronics Branch to meet Canadian defence requirements. This is an increase 
of approximately $6,300,000 over 1964. 

Contracts were also placed on behalf of other Canadian government depart- 
ments to the value of approximately $15,800,000, including External Aid at 
$5,100,000. In addition, contracts placed by the Branch for the defence require- 
ments of other governments during 1964 had a net value of $37,300,000. 

During the past year a major sonar development program was continued 
which incorporates the use of advanced technology aimed at improved reliability, as 
well as weight and cost reduction. 

A contract has been awarded for the provision of a plan for the consolidation, 
improvement and development of all national defence communications require- 
ments. Development and production of electronic counter measures equipment for 
Canadian and U.S. armed forces proceeded and contracts were placed for radiation 
detection equipment for the Emergency Measures Organization and also for the 
U.S. armed forces. 

Production of vehicle navigation aids continued with evaluation quantities sold 
to several NATO allies. Development has continued on the fighting equipment for 
the RCN Hydrofoil and procurement of the electronic equipment for the initial 
installation is under way. Contractual action has been initiated for an advanced 
information system for other naval vessels. The Alouette/ISIS Program continued 
on schedule. During November 1965, Alouette II was successfully launched and is 
functioning as expected. 

The Branch undertook procurement for a major program to update navigation 
equipment on transport, helicopter, and fixed wing Anti-Submarine Warfare 
(ASW) aircraft carried out by the Department of National Defence. In addition, the 
ASW aircraft are being fitted with new submarine detection equipment. Contracts 
for the development and production of advanced airborne navigation equipment 
and crash position indicators were awarded to Canadian industry on behalf of the 
U.S. Government. Contracts for Canadian manufactured Doppler navigation equip- 
ment for allied governments continue to be awarded. 
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As a result of the selection by the Department of National Defence of the new 
Tactical Aircraft CF-5, procurement planning is proceeding for the required 
avionics equipment. 

Agreements were made by the Branch with the U.S. Government whereby 
U.S. cross-border leased communication circuits and associated terminal equipment 
requirements would be contracted for by Canada. This will allow both the U.S. and 
Canadian governments to take advantage of substantial savings through the volume 
discounts offered by the telephone companies. 

Rearrangement of the Air Defence Command communication system was 
begun in 1965 and contracts have been placed with the telephone industry for a 
new switching environment which will provide a flexible communication system 
across Canada. 


Food Products Branch 


During the year the Food Products Branch issued contractual documents 
involving an expenditure of $7,500,000. 

The principal role of the Branch is the procurement of non-perishable food 
items and contractual arrangements of food services. 

Under the auspices of the World Food Program, flour, wheat, oats, dried fish, 
egg powder, milk powder, butter oil, processed cheese and butter were procured for 
the following countries, Ceylon, Ethiopia, British Guiana, Bolivia, Brazil, Costa 
Rica, Basutoland, Dominican Republic, Jordan, Jamaica, Formosa, Korea, Beirut, 
Syria, Viet Nam. 

A continuing review is being carried out in conjunction with industry and 
other government departments in the field of specifications and new products with a 
view to incorporating the many technological and packaging changes which have 
been introduced. 

It is expected that these studies will result in more efficient feeding and savings 
in expenditure. 


Machinery Branch 


The Branch is responsible for procurement and production sharing activities in 
the field of armament and related aerospace systems, weapons and ammunition. 
Procurement work also includes production machinery, office equipment and a wide 
range of metal products for the Department of National Defence, External Aid 
projects, and other departments using the Canadian Government Supply Service. 

During the year, contracting for armament equipment and general supplies for 
Canadian defence requirements by the Branch amounted to $24,100,000. Contracts 
for civilian procurement related to the Canadian Government Supply Service 
amounted to $5,500,000. Orders for a further $17,400,000 were placed with 
Canadian firms by the Branch for U.S. armament requirements such as impact 
extrusions, plastic moulding, ferrous casting, quality machine parts, rocket grains, 
propellants and explosives, including a substantial contract for 2.75” rocket 
warhead castings. Canadian armament purchases from foreign countries amounted 
to $14,800,000. ) 
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During the year, research and development projects were undertaken for the 
Canadian armed services and for possible sales to NATO allies. These include a 
launcher for a United States missile system, a light gas gun, the joint U.S.-Canada 
High Altitude Research Program, battlefield surveillance system, an aqua-jet 
propulsion system, and modifications to Canadian-built torpedoes to provide greatly 
increased efficiency in shallow water. 

Several activities were consolidated in rocket development and production 
work, including production of jet assisted takeoff units, negotiating complete United 
States-Canada development of a meteorological rocket system and arranging for 
source approval of a new high impulse case propellant. 

Project definition contracts have been let for a possible missile defence system 
for the Destroyer Helicopter Program. The Branch has also been evaluating the 
possibilities for Canadian production of new torpedoes and other systems of foreign 
design that are required for the Canadian Armed Forces. 

In the weapons and ammunition field, the Norway-Canada joint production 
program of a light anti-weapon advanced on schedule. Negotiations are now being 
conducted for sales to other NATO countries. Major items of production included 
torpedoes, anti-submarine projectiles and devices, aircraft bombs, anti-tank and 
small arms ammunition, rocket launchers and pyrotechnic stores. 

Purchases of various types of machinery were carried out for the External Aid 
Program to equip technical schools in Malaysia and Jamaica. A new procurement 
procedure on a tri-service basis for the purchase of machine tools is being 
established to decrease procurement time and expand competition. 


Materials Branch 

The Materials Branch was responsible for the procurement of ferrous, 
non-ferrous and industrial materials in primary, semi-fabricated and fabricated 
forms for the Department of National Defence, production sharing, External Aid 
projects and for civilian procurement related to the Canadian Government Supply 
Service. 

It also had the responsibility for the government’s residual strategic materials 
stockpile and for Canada’s participation under the United States Government 
Defence Materials System for the assignment of priority ratings and material 
allocations. 

During the year the Branch issued 1,763 contractual documents valued at 
$4,656,000. Included are 156 contracts valued at $1,638,000 covering the supply 
of copper tubing, brass bars, steel sheets and wire rope, placed on behalf of the 
United States government supply agencies. 

External Aid procurement was undertaken for India, Pakistan, Ceylon, Ghana 
and Malaya, and involved such items as structural steel, reinforcing rod, steel pipe, 
asbestos pipe, glass and construction materials. 


Meechanieal Transport Branch 


The Mechanical Transport Branch purchases commercial vehicular, construc- 
tion, agricultural, warehousing and rail equipment, and also military tracked and 
wheeled combat vehicles. It also manages, on behalf of the Department of Industry, 
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development contracts for special pattern military equipment having an export 
market potential. The carrying out of these activities in 1965, involved the 
administration of some 2,000 contracts having a total value of approximately 
$100,000,000. 

This development program includes the Go-Tract over-snow vehicle, the 
Gemini ground effects vehicle, the Air Transportable Maintenance Shelter and the 
Dynatrac Military Carrier. The latter vehicle concept has been accepted by allied 
military forces to the extent that a production engineering award has been received 
from the U.S. Army. Several hundred vehicles have been requested by the 
Norwegian Army and the British Army has purchased two units for trial purposes. 

Several new development sharing programs were initiated during the year, 
including a new Armoured Reconnaissance Scout Vehicle, financed equally by 
Canada, the United States and Britain. 

Development and production agreements were established on behalf of the 
Centennial Commission for components and support of the Centennial Train and 
Centennial Truck Trailer Road Caravans. Assistance was also provided to the 
Canadian Corporation of the 1967 World Exhibition (Expo ’67) in the contracting 
for public amusement rides. In 1965 work was begun on behalf of the Department 
of National Defence to provide transportation for that department’s special 
centennial year presentation, The Military Tattoo. 

In the commercial equipment field, purchases by the Branch for equipment 
parts and associated services came to about $18,000,000. 

Further steps were taken towards the centralized procurement of vehicles in 
1965. The Branch assumed responsibility for the purchase of vehicles required by 
the RCMP and the Department of Citizenship and Immigration. Contracts for 
approximately 1,000 vehicles were placed on behalf on these and other civilian 
departments and agencies. 

In addition, $1,200,000 was spent in the procurement of items being supplied 
under various External Aid programs. Equipment such as bituminous distributor 
trucks and diesel locomotives were obtained for shipment to British Guiana, swamp 
tractors for West Pakistan, logging tractors for Uganda, road rollers for the 
Republic of Ghana, dump trucks for Tanzania, and trucks to be used in conducting 
a geological survey in Uganda. 

Several commercial purchases were also made on behalf of the U.S. Govern- 
ment. These included the acquisition of Canadian tracked vehicles for use in the 
U.S. Antarctic program and the leasing of 33 vehicles required in connection with a 
meteorological study being carried out in Western Canada. 

Military vehicle equipment requirements for the Department of National 
Defence necessitated the placing of $16,000,000 worth of new contracts during 
1965 and the negotiation of a further $50,000,000 worth to be awarded in 1966. 


Shipbuilding and Heavy Equipment Branch 


In 1965 a new procurement policy for government shipbuilding was 
developed. This policy, the basis of which is national competition for new 
construction, was announced by the Minister of Industry in July 1965. 
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The first of three Oberon Submarines to be acquired from the British Defence 
Ministry, the Ojibwa, was delivered on schedule in September 1965; the second 
vessel, the Onondaga, was launched in September for delivery in 1967; work on the 
third vessel was begun, with delivery scheduled for 1968. 

The Pacific Laboratory Vessel was completed in March 1965. Tenders were 
called for a Naval Research Establishment vessel. 

An approved requirement for two operational support ships was raised. 
Specifications were issued on a national basis in 1965 with tenders to be called in 
1966. 

A requirement for four DDH Destroyers with gas turbine propulsion systems 
was confirmed in 1965. It is the first time this type of propulsion has been 
introduced for combatant ships. The planning of the acquisition program for these 
vessels proceeded on schedule and it is anticipated that proposals will be invited in 
late 1966 or early 1967. 

The conversion of ships of the St. Laurent Class proceeded in 1965; work was 
completed on HMCS Saguenay, HMCS Skeena, HMCS Margaree, and work on 
HMCS Fraser was begun. 

Conversion of the Restigouche Class began with the start of work on HMCS 
Terra Nova. The work on the Terra Nova, the first of its class, is being performed 
in HMC Dockyard, Halifax. Planning proceeded for the follow ships of the 
Restigouche class, the conversion of which will be carried out by commercial 
shipyards. 

Tenders were issued in 1965 for modernization and refit of the Aircraft 
Carrier Bonaventure, with work to begin in 1966. The repair and refit program of 
the fleet was continued in 1965 with approximately 76 contracts awarded to 
commercial yards. In 1965 tenders were invited and contracts placed for two 
Oceanographic Research vessels, with a third to follow. 

Four External Aid projects are being administered as follows: Thaketa Bridge, 
Rangoon, Burma; Mutwal Fish Plant, Colombo, Ceylon; Francis Turbine for Power 
Station, Untru, India; Sewage Treatment Systems, Lahore, Pakistan. 

A further External Aid project covering the Idikki Hydro Electric installation 
for India has been approved. 

Production sharing activities increased during 1965 with direct and indirect 
contracts amounting to over $10,000.00. The principal activity in this field covered 
torpedo tubes for installation in U.S. nuclear submarines, components for use in 
catapult gear and arresting assemblies for U.S. aircraft carriers, submarine models 
for underwater explosion research and miscellaneous ship components for the Royal 
Australian and Norwegian Navies and U.S. Coast Guard Services. 


Wood Products Branch 


In June 1965 the purchasing function, formerly performed by the Department 
of Public Works, was transferred to the Wood Products Branch. Later in the year 
the purchasing function previously performed by the Department of Citizenship 
and Immigration was transfered to the Department and responsibility for the 
purchase of most of their commodity requirements was assigned to the Branch. 
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To accommodate the additional purchasing load, the Branch was reorganized 
into two divisions: the Printing and Stationery Division, to assume Stationery, 
(taken over by this Branch in October 1964) and the Furniture and Wood Division, 
to look after the functions formerly performed by the Department of Public Works. 

As a result of these changes, the Branch now purchases commodities in the 
following categories: stationery, paper, printing supplies, commercial printing, 
school and office furniture, lumber and miscellaneous wood products. 

During 1965 there was a marked increase in the number of standing offer 
agreements issued by the Branch. This technique allows individual civilian and 
military departments to draw against these agreements as required, thus achieving 
flexibility and faster service. 


During the year the Branch issued 8,721 contractual documents valued at 
$17,419,000. 
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International Programs Branch 


The International Programs Branch functions include management of the 
Canadian Commercial Corporation activities, co-ordination of the Department’s 
interests in international co-operation in defence industrial research, development 
and production, the Canada-U.S. Defence Production Sharing Program, and 
overseas defence export activities. During the year, the management of External 
Aid supply activities was transferred to the Management Control Branch. 

The Branch has an office in Washington and six field offices located in major 
cities of the United States to maintain liaison with U.S. defence agencies. Overseas, 
officers of the Branch are stationed as attaches at the Canadian Embassies in Paris, 
and at Bonn in the Federal Republic of Germany, and at the High Commissioner’s 
Office in London, to assist Canadian industry to participate in European defence 
requirements. In addition, two officers serve on the Canadian Delegation to the 
North Atlantic Council in Paris. 


Canadian Commercial Corporation 

The International Programs Branch has general management responsibility for 
the Canadian Commercial Corporation, whose activities are now integrated with 
those of the Department. The Corporation has, however, retained its corporate 
identity under its president, who serves also as the Director, International Programs 
Branch. 

During 1965 the total dollar value of business received by the Corporation 
from the United States’ and other governments, international agencies, and 
departments of the Government of Canada amounted to $194,700,000. This is an 
increase of $68,400,000 over that received in 1964, and results from increased U.S. 
defence procurement and increased purchases on behalf of the External Aid 
Program. 


Programs for Maintaining the Defence Industrial Base 
Programs aimed at maintaining the defence industrial base in Canada include: 
@ a defence equipment development program in Canadian industry 
@ a defence industrial modernization program 


@ a strategic components sourcing program 


The Defence Equipment Development Program 


This program was established in 1959 to sustain the technology of the 
Canadian defence industry in the export field. The program supports the develop- 
ment of defence equipment to meet the military requirements of the U.S. and other 
allied governments on a cost-shared basis. From the inception of the program to 
the end of 1965, a total of 105 defence development projects have been initiated, 
resulting in a significant increase in the employment of skilled personnel in the 
Canadian defence industry. 

Current projects include airborne and vehicular surveillance and navigation 
systems, short takeoff and landing (V/STOL) aircraft, gas turbine stationary and 
aircraft engines, submarine detection equipment, electronic hardware, off-road 
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vehicles, lightweight missile launchers, communications equipment, and upper- 
atmospheric research vehicles. In support of these projects during 1965, $22,000,- 
000 was spent out of the Department of Industry vote provided for this purpose. 

An important adjunct to the development program continues to be the 
Defence Industrial Research Program managed by the Defence Research Board in 
conjunction with the Department of Defence Production. 


The Defence Industrial Modernization Program 


Established in 1964, the program provides assistance in upgrading production 
capability to meet the high standards of quality required in defence export markets. 
The program has built up rapidly and during 1965 the Department approved 
32 projects with a value of $3,770,000. 


The Strategic Components Sourcing Program 


This program ensures that wherever possible Department of National Defence 
requirements for component parts and materials are met in Canada. Expenditures 
in this program during 1965 amounted to $383,000. However, as Canada 
increasingly standardizes, with her allies, components for defence equipment, 
the objectives of this program are now more closely related to those of the 
defence industrial modernization program. Consequently, a consolidation of these 
two programs is planned for 1966. 


Canada-United States Defence Production Sharing 


The Canada-United States Production Sharing Program aims at the optimum 
utilization of the North American defence industrial base. It is intended that 
reciprocal procurement of items of mutual defence interest will be maintained in 
rough balance at the highest practicable level. 

In 1965, U.S. production sharing procurement in Canada reached a new high 
of $259,500,000 in terms of contracts placed. Total U.S. production sharing 
procurement in Canada since the start of the program in 1959 reached $1,174,200,- 
000. Comparable figures for Canadian production sharing procurement in the 
United States were $130,100,000 in 1965 and $981,600,000 for the seven-year 
period. The cumulative seven-year cross-border balance stood at $192,600,000 in 
favour of Canada at the end of 1965. 

These statistics for defence production sharing activity between Canada and 
the United States are acquired on the basis of contracts placed for such items as 
applied research and development, pre-production, production, licence agreements 
and technical assistance. The program does not include “off-the-shelf” general 
procurement, construction, basic raw materials, fuels and lubricants, or service. 
Thus, it is not practical to compare figures measuring the Defence Production 
Sharing Program, which include subcontracts as well as prime contracts, with data 
in other sections of this report which relate only to the prime contracting and CCC 
procurement for which the Department is responsible. 

Support of the two governments for the Production Sharing Program was 
strengthened through meetings of the senior committee of officials responsible for 
the program, as well as various working groups charged with specific areas of 
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interest. During the year, the United States Defence Supply Agency established a 
Defence Contract Administration Services office in Ottawa to assist in the 
administration of U.S. Department of Defense contracts in Canada. 

Continuing close co-operation for defence production sharing purposes was 
maintained with other departments of the Canadian Government, particularly with 
the Departments of National Defence, External Affairs, Finance, Industry and 
Trade and Commerce. In collaboration with the Department of Trade and 
Commerce, DDP representatives attended several United States trade fairs having 
defence aspects, to publicize the Production Sharing Program to United States 
industry. 

Day-to-day contact by the production branches of the Department with 
Canadian defence industries maintained and strengthened relationships, and 
briefings were given to defence industry officials on the opportunities and problems 
involved in selling in the United States defence market. 


Defence Development Co-operation Programs 

International defence development co-operation such as that involved in the 
Canada-United States Development Sharing Program is sponsored by the Depart- 
ment to stimulate defence equipment development in Canadian industry by enabling 
companies to undertake research and development on behalf of the United States or 
other allied armed forces. 

Financing is carried out on a cost shared basis between the governments and 
industries concerned. Total new commitment from all sources in 1965 amounted to 
$46,000,000, bringing the total since 1959 to $190,000,000. It is significant that 
the level of financial commitment by the government has attracted comparable 
commitments on the part of Canadian industry and allied governments. Various 
equipments under development are attracting the interest and support of an 
increasing number of allied countries. 


Overseas Defence Exports 


The interdependence of allied countries and the necessity for close collabora- 
tion in equipment development and production are being increasingly recognized. 
During 1965, the Department further intensified its effort to establish co-operative 
arrangements with Canada’s NATO partners and other friendly countries. 

The Anglo-Canadian Committee on Co-operation in Defence Research, 
Development and Production held its fourth meeting in Ottawa in 1965. Arrange- 
ments have been made to examine present and future military requirements of the 
two countries to determine possibilities for joint development of military equip- 
ment. 

The Franco-Canadian Committee on Co-operation in Defence Research, 
Development and Production was established in 1965. A review of present and 
future Canadian and French military requirements is proceeding to ascertain areas 
for active co-operation. 
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During the year, meetings were also held in the Federal Republic of Germany 
to further the understanding with that country regarding joint equipment programs. 
As a result, the Federal Republic joined Canada and Britain in the development of 
a Reconnaissance Drone, contributing $10,000,000 to this project. The Federal 
Republic is also currently examining a number of Canadian developments for 
possible introduction into the West German armed forces. 

Because of this increased emphasis on international co-operation, departmental 
officers have visited a number of other European countries, as well as Australia and 
New Zealand, to develop further opportunities for closer collaboration and to 
survey potential defence export markets. Defence procurement missions from 
Europe, Asia, Australia and New Zealand visited Canada during the year. 

Canadian industry was further informed of opportunities for participating in 
the defence equipment programs of other countries through a briefing in Ottawa in 
June 1965, by departmental field officers, attended by over 100 Canadian 
industrialists. Also, publications illustrating the defence equipment capabilities 
available in Canada were widely distributed in overseas countries. 

In terms of contracts placed by or on behalf of overseas defence agencies for 
military requirements, total overseas defence export business in 1965 amounted to 
about $68,000,000, an increase of some $8,000,000 over 1964. Eighty Canadian 
firms participated, exporting to 43 foreign countries (excluding the United States). 

With a view to improved analysis of the trend of exports from the Canadian 
defence industrial base, statistics were compiled in 1965 to measure the volume of 
exports to overseas countries which contribute to the scientific capabilities of the 
Canadian defence industry, whether or not the end product is of an obvious military 
nature or the overseas customer is an identifiable defence agency. Dominion Bureau 
of Statistics export summaries serve as the major source of data. On this basis, 
overseas exports from Canadian defence industry in 1965 is estimated at $155,- 
000,000. This figure is based on shipments made rather than contracts placed. 


NATO Research Development and Production 

In 1965, as in the past, the department participated in many of the NATO 
Armaments Committee working groups. The objective is to stimulate co-operation 
in defence research, development and production (RDP) within NATO, with a 
view to the establishment of joint development and production programs. One of 
the co-operative projects, in which Canada is a participant, is the production of the 
M72 light anti-tank weapon. Demonstrations of this equipment to other NATO 
countries are planned to take place in Norway early in 1966. 

During 1965, the NATO Secretary General established an exploratory group 
to study and report on methods by which NATO co-operation in research, 
development and production of common military requirements could be substan- 
tially improved. This department is actively co-operating with the Department of 
National Defence in the preparation of the report by the group which is expected to 
recommend changes in the present NATO mechanism for handling co-operative 
equipment programs. 
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NATO Infrastructure 


The approved NATO common infrastructure program to date amounts to over 
$3,500,000,000. Canada’s commitments to this program exceed $200,000,000. The 
Department is encouraging Canadian industry participation by the dissemination 
of bidding information as well as giving such guidance as may from time to time 
be requested by interested Canadian firms. Departmental officials stationed in 
certain NATO host country capitals work closely with commercial attachés and 
other embassy officials to facilitate participation by Canadian industry. 
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Canadian Government Supply Service 


The initial phase in the organization of a Canadian Government Supply 
Service was completed in 1965. It entailed the establishment of a basic organization 
of six headquarters branches whose specialized technical staff will engage in 
research and policy formulation in cataloguing, specifications and standards, 
regional purchasing, warehousing and distribution, traffic management and quality 
assurance. 

The headquarters branches will ensure that the Canadian Government Supply 
Service takes full advantage of the most up-to-date procedures, methods, techniques 
and equipment. This means an effective system of identification and classification of 
items, the preparation of specifications and the establishment of standards for the 
most commonly used items as well as the determination of the most economical 
purchasing methods. 

The system must also embody the latest warehousing techniques, an efficient 
control of transportation costs and the assurance that the items that are purchased 
for the government departments are of acceptable quality. 

In 1965, operations began at No. 1 Supply Centre, Capital Region, in Ottawa. 
At present, operations are limited to those items which were previously supplied 
through the Department of Public Printing and Stationery and the Department of 
Public Works. . 

It is intended to operate the No. 1 Supply Centre as a pilot operation in order 
to develop the inter-relationship that must exist between the headquarters branches 
and the Supply Centre. 


Regional Purchasing Branch 


The Regional Purchasing Branch has been formed around the existing district 
office purchasing organization which is made up of 14 offices across Canada, as well 
as offices in Great Britain, France, Germany and the United States. The 14 
Regional Offices in Canada are at Victoria, Vancouver, Calgary, Edmonton, 
Regina, Winnipeg, Toronto, London, Ottawa, Montreal, Quebec, St. John, N.B., 
Halifax and St. John’s, Nfld. 

The branch is already providing a purchasing service to a number of civilian 
departments and agencies as well as continuing to service the armed forces. It has 
taken over purchasing for the Civil Defence College and has assumed some 
purchasing responsibilities for the Departments of Citizenship and Immigration, 
Public Works, Northern Affairs and National Resources and for the Canadian 
Corporation for the World Exhibition (Expo ’67). 


Warehousing and Distribution Branch 

The Warehousing and Distribution Branch will determine the means by which 
the supply activities of civil departments and agencies, other than commercially 
oriented Crown corporations, can gradually be integrated into the Canadian 
Government Supply Service, in order that centralization of materials management 
can be effected. The Branch will establish operating policies through which the 
CGSS Regional Supply Centres will provide warehousing and distribution services 
to the civil departments and agencies. 
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Cataloguing Branch 


The Cataloguing Branch is being organized to provide the necessary support 
service for materiel management in all government departments other than military. 
The Branch program includes the development of uniform supply language with the 
objective of a single name, classification and stock number for each unique item 
managed under the NATO cataloguing system, which is also used by our armed 
Services. 


Specifications and Standards Branch 


On April 1, 1965, the staff serving as the secretariat of the Canadian Govern- 
ment Specifications Board was transferred from the National Research Council to 
the Department of Defence Production. The Specifications and Standards Branch 
of the Canadian Government Supply Service is being formed around this group 
with the incorporation of the forms co-ordinating and specifications personnel 
previously associated with Public Printing and Stationery. 


Traffie Management Branch 


The Traffic Management Branch established in 1964, is now staffed to pro- 
vide comprehensive traffic management services to the Canadian Government 
Supply Service and to the purchasing activities of Defence Production and the 
Canadian Commercial Corporation in connection with customs clearance, steam- 
ship bookings, marine insurance and rates on the movement of materiel. These 
services, as well as all aspects of furniture and effects and personnel movements 
(including negotiation of hotel rates) are available to all departments and agencies. 
Traffic Management Bulletins are circulated to ensure all departments are aware 
of current transportation activities. 


Quality Assurance Branch 


A Quality Assurance Branch is also in the process of formation. In June 1965 
certain inspection personnel and their support staff were transferred to the Branch 
from Public Printing and Stationery and the Department of Public Works. 
Arrangements were worked out to enable these personnel to continue the services 
they had been providing previously until the Branch had become sufficiently 
operational to determine more specifically the nature and scope of its activities. 


Regional Supply Centre 


Within the Supply Service a number of regional supply centres will be 
established across Canada where the purchasing offices and warehouses will be 
combined. Each centre will reflect the headquarter’s functions of cataloguing, 
specifications and standards, traffic management, quality assurance, and disposal at 
the regional level in order to make available the full capabilities of the Supply 
Centres to customer departments in the regions. Because of the concentration of 
federal departments in Ottawa, the Supply Centre there will probably be the largest 
and most important of all the Supply Centres. 

When the remaining Supply Centres are established, federal departments and 
agencies in all areas of Canada will be served by a central purchasing agency and an 
integrated supply service whose aim will be to provide its customers with better 
service at lower cost. 
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Advisory and Services Functions 


Canadian Government Repair Service 


The Canadian Government Repair Service was established in July 1965 to 
provide maintenance, repair and overhaul services and technical advice to federal 
government departments and agencies for all non-military machines, equipment 
and other products located in Canada. The Office Equipment Repair Section of the 
Machinery Branch of this Department formed the nucleus of the Repair Service. 

The formation of the Repair Service permits the Government to make the 
maximum use of commercial facilities, wherever it is the most economical and 
practical way of accomplishing repairs to equipment. Expenditures for the repair 
of office machines and equipment in 1965 amounted to $820,000, 50 percent of 
which represented the cost of contracts with commercial facilities. 


Comptrolier’s Branch 

During 1965 the Comptroller’s Branch provided financial services to the 
Departments of Defence Production and Industry, the Canadian Commercial 
Corporation, and other units of government reporting to the Minister requiring such 
services. 

The services took the form of financial planning, accounting, financial control, 
and the provision of management reports designed to assist management in meeting 
planned objectives, measuring performance, and taking corrective action. It 
included also the development, implementation, and operation of the general and 
cost accounting and financial control used by the Canadian Government Supply 
Service. 

Complete accounting records, based as far as possible on commercial practices, 
were kept in respect of Parliamentary appropriations, revolving funds, other assets 
and liabilities which are the responsibility of the Minister, and the Canadian 
Commercial Corporation. 

A central inventory record was maintained in respect of Crown-owned build- 
ings and equipment held by private contractors, as well as DND equipment loaned 
to contractors through DDP. The Branch also levied and collected rentals on 
Crown-owned assets used for commercial work. 

The work of preparing and co-ordinating the annual and supplementary 
estimates was done in the Comptroller’s Branch, which also acted in this connection 
in a liaison capacity with the Treasury Board staff. 


All documents involving outgoing payments were pre-audited by the Comp- 
troller, who was responsible for the collection of accounts. 


The financial position of the Department as at March 31, 1965, is shown in 
the Balance Sheet and related schedules given in Appendix G, duly certified and 
reported upon by the Auditor General. 


Contracts Branch 


The Contracts Branch is responsible for all phases of individual contract 
review to ensure that the financial terms comply with Departmental policies. 
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It provides counsel to procurement branches at the precontractual stage, 
particularly in cases where unusual interpretations of financial policy are indicated 
by the complexity of the procurement. 

The Branch provides executive secretarial support to the Contracts Approval 
Board and supplements as required, submissions to the Board with comprehensive 
analyses of cost and profit implications. 


It is responsible for post-contractual financial activities, including a review of 
audit reports and settlement of terminated contracts. 


The Branch also reviews and recommends applications for additional capital 
cost allowance and capital assistance. 


Contract Policy Group 


The Contract Policy Group acts in an advisory capacity with respect to the 
development and formulation of policies and procedures applicable to the Depart- 
ment’s defence and civilian procurement activities. 

It reviews new techniques for improving contract negotiations and administra- 
tion, and formulates appropriate measures for their achievement. It analyzes cur- 
rent and potential problem areas and develops suitable policies and procedures to 
ensure their resolution. 

The Group examines government policy statements, statutes and regulations, 
advises upon their applicability to the Department’s procurement activity and 
devises procedures for their implementation. It is also responsible for the codifica- 
tion and interpretation of contractual policies and procedures. 


General Services Branch 


The General Services Branch provides administrative services to the Depart- 
ment. These include communications, office stationery and supplies, mail distribu- 
tion, etc. 

During 1965 a number of new practices were introduced to improve these 
services and, in addition, improvements were made to the special services provided 
in support of the Department’s purchasing role. 


The Branch actively participated in the integration of source records from 
other government departments which resulted in the compilation of a comprehen- 
sive directory of potential suppliers available for Government buying. The Branch 
also introduced the practice of public tender opening in the shipbuilding field. 


The Branch continues to participate in the adjustment and development of 
procedures required by the transfer and integration of the purchasing operations of 
civil departments and agencies into this Department. The Branch was responsible 
for the preparation of the Canadian Defence Products publication for the French 
and German markets in Europe. 

The Information Division, as the communications unit of the Branch, was 
responsible during 1965 for the preparation and distribution of a number of 
informational booklets relating to the activities of various branches, for press 
releases concerning the day-to-day operations of the Department, and for state- 
ments and speeches by the Minister and senior officials. | 
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The Data Processing Division, in addition to providing statistical data and 
processing service, acquired a computer to control transactions of the supply service 
of the Canadian Government. The Division provides the basic data for industrial 
development work by conducting import studies also. 

The Industrial Security Division continued to be responsible for the security 
and protection of classified contracts, implementation of national and international 
security requirements and policies as they affect Canadian defence contracts, and 
the inspection and surveillance of certain plants. 

The Branch is continuing its program for extending the use of the French 
language, particularly in those areas which bring the Department in contact with the 
public. 


Legal Adviser 


It is the responsibility of the Legal Adviser to provide legal services to all 
branches of the Department as well as to the Deputy Minister’s Office. 

During the year a chief function of the Legal Adviser was advising on the 
form and legal content of production and purchasing agreements between the 
Department and private industry covering defence supplies for the Canadian Armed 
Services and for other governments, agreements covering research and development 
by Canadian industry and agreements with the United States military departments 
and NATO governments. 

Legal advice was furnished on a variety of matters, including assignment of 
contracts, title, risk, insurance, subcontracting, bankruptcy, patents, inventions, 
royalties, license agreements, sales taxes, customs duties, land matters and the 
interpretation of contracts and statutes. 

The foregoing legal services were also provided to Canadian Commercial 
Corporation. 


Management Control Branch 


The Management Control Branch is responsible to senior management of the 
Department of Defence Production for formulating over-all objectives and policies, 
developing plans, and co-ordinating departmental programs and assessing progress 
as well as providing the detailed planning and control information for effective 
decision making. 

The responsibilities recently added include the development of service and cost 
criteria for purchasing and supply, evaluating on behalf of senior management the 
performance of the various units of the department in achieving these criteria, 
maintaining effective liaison with the customer, and ensuring that action is taken to 
remedy any non-achievement of cost and service criteria. 

These new responsibilities have been focused in a Customer Service Group 
which makes up the major part of the establishment of the Branch. 


Management Services Branch 


The Branch carries out studies, prepares recommendations for management, 
provides information for the operating units and assists in implementing improve- 
ments in organization, practices and procedures. 
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The Management Services Branch is composed of four divisions. They are: 
Management Analysis, whose function is to improve the operations of the 
Department of Defence Production and the Department of Industry by reducing 
costs and increasing the efficiency of departmental activities. 

Purchase Research Division, which works to reduce the cost of goods and 
services purchased by conducting research and making recommendations regarding 
quantity, quality and the prices of commodities bought and stored, and the best 
method of supply. 

Facility Evaluation, which provides timely and accurate information regarding 
the capabilities of Canadian suppliers for use in both purchasing and industrial 
development and Operations Research, which applies advanced statistical and 
mathematical techniques, such as simulation and linear programming in the analysis 
of complex operations problems. 

A fifth division, the Service Division, provides clerical, typing and steno- 
graphic support for the other four. 

The divisions work together and each draws upon the specialized knowledge 
and resources of the others. 


Personnel Branch 


During 1965 the emphasis in the Personnel Branch was on manpower 
utilization and classification revision. The staff of the Department of Defence 
Production increased during the year from 2,103 to 2,481. 


Purchasing and supply integration involved the absorption of staff from the 
Departments of Public Works, Citizenship and Immigration, and Transport. Key 
Regional Supply Centre directors were appointed, as were specialists in warehous- 
ing and distribution, traffic management, cataloguing, and quality assurance. 


The Secretariat of the Canadian Government Specifications Bcard was 
transferred from the National Research Council. Despite the tight professional 
labor market, a number of senior economic and industrial research advisers were 
recruited. Industrial design specialists were recruited internationally. Techniques 
were refined for the continuing recruitment of industrial development analysts and 
engineering procurement specialists. New appraisal programs were introduced. 


Training courses designed and conducted were: orientation (for new em- 
ployees); management accounting, statistics, and management reporting and 
controls. 


Seminars and workshops were conducted in managerial skills, purchasing 
practices, contracting techniques and industrial orientation. Recommendations were 
made and assistance given in the introduction of bilingual contracting at headquar- 
ters and the Quebec regional offices. French and English language training was 
expanded. 

Professional staff was added to the Library and plans were made to meet the 
mounting requirements of both departments. The Accommodation Division was set 
up to meet the office and equipment demands of new and reorganized units. A staff 
relations unit was established in preparation for the introduction of collective 
bargaining into the public service. 
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Emergency Supply Planning Branch 


The Emergency Supply Planning Branch was established in May 1960 to be 
responsible for the peacetime planning that would be required for the introduction 
of a War Supplies Agency immediately a nuclear attack was made on this country. 

Such an agency, brought into existence at the outbreak of such a war, would 
control all aspects of production, distribution and pricing of supplies for civil and 
military use, other than production on farms and the catching, landing and 
processing of fish, which would remain the responsibility of the Departments of 
Agriculture and Fisheries respectively. 

The plan evolved by the Branch has three aspects: First, an organization for a 
War Supplies Agency. Second, an inventory of stocks of survival items. Third, the 
drafting of the legal instruments necessary to permit effective control and use of 
commodities and production facilities after a nuclear attack. 
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Appendix B 


Senior Personnel of the Department 
as at December 31, 1965 


Minister 

The Honourable C. M. Drury, P.C., C.B.E., D.S.O., Q.C., M.P. 

Executive Assistance to the Minister: cece neces F. M. Wanklyn 
Deputy Minister 
G. W. Hunter 

Assistant Deputy Mimister 0.0.0.0... cect eterttens W. H. Huck 
PRSR AUT SIPC DEY VILISCCL, oscar cage soos, ae rear acticnio megane hog D. B. Mundy 
PAP RISUAITEMIDCOULY ev IISICD. ce nyc teeny eam pram lannns rent pcan R. M. Keith 
Pe IGERETU PC UUUY SIVILISCCL cacao gated acest tne nap tas ag reais ai B. G. Barrow 
Executive Assistant to the Deputy Minister ...................... W. J. Mulock 


Canadian Government Purchasing Service 


MC ICL OLE DUANCID ore iesxc dens naghevnanaeds oma ce desc oscuscnaenwant A. D. Belyea 
Deputy Director, Aircraft Branch .................0.66. W. W. Reid 
Director, Electrical and Electronics Branch ..........00......... J.S. Glassford 
Deputy Director, Electrical and Electronics Branch S. I. Comach 
Director, International Programs Branch .......................6. R. M. Trites 
Deputy Director, International Programs Branch ... M.L. Card 
PL IICCLOE NIACUILCLY (IANCE) ..cusunsenseutanhasy utara J. J. McKennirey 
Deputy Director, Machinery Branch ...................... J. R. Brisson 
Director, Shipbuilding and Heavy Equipment Branch ....... J.C. Rutledge 
Deputy Director, Shipbuilding and Heavy 
jay Ve JON Tot vjs) 67 216) ¢Ugieremew genes vo sonal Mey eer carne F. J. Corrigan 
Pirecrar, Niechanical transport Branch woe N. B. MacDonald 
Ditector, General’ Purchasing Branch .............0.00c:06. D. M. Erskine 


Canadian Government Supply Service 


Director, Regional Purchasing Branch _.....................4 H. G. Hunt 
Director, Warehousing and Distribution Branch .............. R. C. D. Laughton 
Director, Tratie Management’ Branch) fs20co0. ks G. J. Whyte 
Deputy Director, Traffic Management Branch .......... J. R. Silk 
A/Director, Quality Assurance Branch ....................00+ C. L. Muir 
A/Director, Specifications and Standards Branch ............ D. Wolochow 
Deputy Director, Cataloguing Branch ................... C. E. Adams 


Canadian Government Repair Service 


Cseneral’ Wianaver e050 eeo ct ea eee eens K. P. Ellis 
Advisory and Service Functions 
Ditector-General,, Administration ds oe nse A. R. Bailey 
Director-General, Contracts Branch gosseaee@.....22. 4.4. J. WolLong 
Comptroller y ...5.45 Cy ee oe eR Te et ER N. R. MacLean 
Deputy, Comatrotlers 2 bch cn asst: ee ie T. E. Brown 
Director, Contracts Authorization Division ...................... J. D. Langley 
Director, Emergency Supply Planning Branch .................. G. E. Woodside 
Directors General Services: Branch) tee Wee Sh ee Je reviin 
Decal AGVIsCine. ete: emt se. 3h Gate eae ot cae cs don gene nem F. F. Waddell 
Depityslecgl: MOviser (ycteeeee ae tol ae eee C. S. Stevenson 
Director, Management Control.Branch .....0...\. chet ees G. E. Woodside 
Director, Personne! Branch 42 2ee owas. hee, sce eee ee H. R. Kotlarsky 
Director, Vianagementiscrvices Branch {oe oe i es, T. J. Foran 


Canadian Government Printing Bureau 
General Manacgr hos Aaa Ae Bee eo eee ae eR A C. B. Watt 
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Appendix C 


Distribution of Departmental Stafi 
as of December 31, 1965 


Deputy Minister's... ..Aeeeenees RS. Se ROMO Rs Ne es cence seeeeiens 14 
rata e Menpeticralins Feces icc cevec ces cenvateedokeseee o CMRghM cal ool a Bc 168 
ENP PBS is Kad ICS Qi 2 Pe een ee eS ea rerone roy ee 41 
Ca ta OCU es tome. eben ods eRe Bb seee Decent Oe: Eis 2: 31 
RT Lee aS Tae Re, he nc ae ce he An A a a ce cokes Ah Sahel 43 
COMPIOUEL 8. Foci eces hats is ood pk ota Oe a rr MR cleat, 115 
(Gelietots ) \ ae, Ph eee kts Ree Secu rea a ® Lk. 027 Pee nnn Oia ie 43 
ContractePOUCy.GLOUD 2h...c.:i2 foc Ee cs eng pe cea ees cee aaa | 
Plectrical ce lCCITORICS)<. (os Saco Wiebe ceca at et 5 econ vane see eee aa 180 
Eiiercecy Supply Planning Branch tote ee ce eae Pa sn tene cseeae nnn 61 
OO PL OCUICES ois Seal i eee eit oe es PON Nee ae Ma aa a 7 
GSTS AILS Said le oli en ee eae Meera hein ben edne tir reriiian Sirti. Meee eee eee 398 
DitetnAtOU ALE LOCTAING fcc coiyaces sage ener asi ns 9. Linea stare ee Eo uae gee a 130 
OOMICO OL T eC IEA GUVISED 5 ices cease cence oor heap avg h- eae soscrbenecdan boa ea ge ts 15 
i EV Ri 1TUST Wi lgay tensa Mla a de acre A lea ob ndaanss aera Aah on POPE TE Me PRT et 164 
Management CORUIOL wench ie etnies Rete as PPO NRE: ws ahi 32 
MeTAGEINENL SCLVICES ec 2.-ost data tae pene rte mene terrae mettre ay a iad eel cs hw ss taeh aes s 39 
DATE AIS eee STE I EO Be it 10 
Mechanical “Transpomt ionic ccdacan coats artats once pete tye cs sige Act gai 45 
| ESS So seo) Magenta Piiate ayeseacl raed a erate eet le bh ce Se IE ene oneE ery Meenece me ee 123 
COA e Ve SOUT ADC C28 a ctrl ace orc acces aes esa ncaa» oan earn iare Wage Tey Fae 8 
Peerage ETCH AS NG cco cee acr esses tenes eae ag teint ayn estat 5 a fa 224 
Beal SUPPLY CCM CCS essa so csc enc sallag garage cece trate ata te ash i art oe 209 
TNT 8) TU OCG ET alread Noe aa te ell ire: Pe us ape ona ear meen IG 114 
Specifications and Standards ...................ccesceeseeeeteeeetcerereeeseneeesssenmaneecencesees 24 
Sa itce VEATIAS CTCING crete Oa aac a aa acne hoe) at 19 
Transport Purchasing, Group o.tig ioe... es ues eeeneeopaeen yin ny tetenernacetiongentneant sirens: 92 
Warehousing and Distribution 2.0.0.0... cece ese eter eeeeeentaeeteneeeteeess 73 
WY Orie LOCC ESey pe fick a ee ee ac a tan tae ne 32 

Cora LOLAN oe hoarse een rem ere ree 2,481 
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Appendix D 


Crown Companies Associated with the 
Department of Defence Production 
as at December 31, 1965 


Canadian Arsenals Limited 
PPE SONIC sre ce is ee ase ees A es oe J. R. Brisson 
VICEHETOSICCIIE Call Wath AL ROU oat eh tape eect ey eaey G. W. Hunter 


Canadian Commercial Corporation 


PY CSOT cb recta aus RUN ee ne ss eee at et ee R. M. Trites 
eC Clary Qi ei dl PACIVICCT ie ied nud gtnbainon erie ees F. F. Waddell 
CODD EL OHIC Ty Neg tsiote.: Mun aise: fen gunk) ievlbale lenyleen eed N. R. MacLean 


Crown Assets Disposal Corporation 


PRCSIQCING ioe te eae ee Louis Richard 

WV ICE-PTCSICON (Fee Menem eta meres re en a er a, men G. W. Hunter 

CHE TET al IVURT Ger taek die eile ocak id Renae tcaa a D. L. Thompson 
Assistant? General Manager 2) .c7 unger ees J. M. Mackinnon 
secretary and een) COpunse hi. Jenn, eae dese ean R. LaPrairie 


Polymer Corporation Limited 


President and Managing irector cs os opie ae E. R. Rowzee 
ViCeePTeSIGen ts. fei. M40. ca Ys Meas toute air es cate agente i, J. Buckler 
IV ICOrEPOSIGGID, (el det colnet ane taal hh et AM aoe L. D. Dougan 
MICE-PECSIGeO Gates 2 Mn craw cee oe an aie ume Ce ame aN es R. E. Hatch 
WICKLPTESICOUE Ocean cacecans amen: owen pn enaen tee I. C. Rush 

M ICOMEPC RICCI nhl, Wau. Ge aight say dvr MOE Gate S. Wilk 

PVC OSTIECN ite ine Staats ica Mia seaanuadt ier Sue Aner ameter G. Bracewell 
sectetary and (lel Ieee MCT oc in. a eee W. J. Dyke 
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Appendix E 


Regional Purchasing Offices and 
Offices Loeated Outside Canada 


Addresses as at December 31, 1965 
Regional Purchasing Offices 


In Canada 
ST. JOHN’S, NFLD. ....:......... Room 401, Main Post Office Building, 
Water Street 
(P.O. Box 487). 
WEA ANE IN Oped oh aie eokae Room 527, Federal Building, 
Bedford Row, 
(P.O. Box 1655). 
SAINT JOHN, N.B. .............. Room 408, Sadim Building, 
Canterbury and Duke Streets. 
QUEBEC, P.O, SAVER «5! Gare Maritime Champlain, 
Chemin des Foulons. 
MIONTREAL, P.O ccc cece: 685 Cathcart Street. 
CV ETAWA. MNT er tnt ere 1010 Somerset Street West. 
PRONE) Wy (ox eee) Room 1214, Mackenzie Building, 
36 Adelaide Street East. 
ESONDON, ONT. Fopehoert ..2:. 388 Dundas Street, 
(P.O. Box 2275 - Terminal “A’’). 
WINNIPEG, MAN. .............. Room 326 E, 
344 Edmonton Street. 
REGINA, SASK. ........0.!.0.00. Room 302, New Post Office Building, 
Cornwall and S. Railway Streets. 
CALGARY, AdTAcetyer® 40x: Room 725, Public Building, 
8th Avenue and Ist Street East. 
EDMONTON, ALTA. ............ Room 309, Federal Building, 
107th Street and 99th Ave. 
WV ANCOUVER. D.C wir enn Harry Stevens Building, 
125E, 10th Avenue. 
MIGTORIA: (DiC) S37 es Room 318, Canada Customs House, 
816 Government Street. 
Outside Canada 
WASHINGTON, U.S.A. ........ Canadian Department of Defence 


Production, 

2450 Massachusetts Ave., 

(P.O. Box 4897, Cleveland Park Station), 
WASHINGTON 8, D.C., U.S.A. 


3) 


LONDON, ENGLAND ............ Canadian Department of Defence 
Production, 
1 Grosvenor Square, 
LONDON W. 1, England. 


PARIS, PRANCEs 2) ces ee Canadian Department of Defence 
Production, 
1, rue Chanez, 
PARIS 16e, France. 


KOBLENZ, Germany <:....2% Canadian Department of Defence 
Production, 
54 Koblentz-Pfaffendorf, 
Emserstrasse 21, Germany. 


Other Offices Outside Canada 


WASHINGTON, U.S.A. .......... Canadian Department of Defence 
Production, 
2450 Massachusetts Ave. 
(P.O. Box 4897, Cleveland Park 
Station), 
WASHINGTON 8, D.C., U.S.A. 


LONDON, ENGLAND ............ Canadian Department of Defence 
Production, 
MacDonald House, 
1 Grosvenor Square, 
LONDON W. 1, England. 


PARIS, FRANCE 
Defence Production 
PU AC Ome: Oconee ae c/o Canadian Embassy, 
35 avenue Montaigne, 
PARIS 8°, France 


Office of Departmental .... Counsellor (Defence Production) 


Representative on Canadian Delegation to NATO, 
Canadian Delegation Place du Marechal de Lattre de Tassigny, 
to North Atlantic PARIS 16°, France 

Council 


BONN, GERMANY 
Defence Production 
Attache. ........395¢32- ae c/o Canadian Embassy, 
Zitelmannstrasse 22, 
BONN, Germany 


AYRSHIRE, SCOTLAND ........ Canadian Department of Defence Production, 
c/o Scottish Aviation Limited, 
Prestwick Airport, 
AYRSHIRE, Scotland 
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NEw YORKjaNeVieewe:. ci... Consul and Assistant Trade Commissioner, 
Department of Trade and Commerce, 
c/o Canadian Consulate General 


680 Fifth Avenue, 
NEW YORK 19, N.Y., U.S.A. 
DAYTON}: OHIGOHIAOAR.0 Canadian Department of Defence Production, 
MCL, DDP 
Wright-Patterson Air Force Base, 
OHIO, U.S.A. 
BOSTON] VEASS IME ee. Canadian Department of Defence Production, 


L.G. Hanscom Field, 
BEDFORD, Mass., 01731, U.S.A. 


PHILADELPHIA, PA. voij..cccs: Canadian Department of Defence Production, 
U.S. Army Electronics Support 
Command/DetA 
ATTN: SELSC/P/CD 
225 South 18th Street, 
PHILADELPHIA, Pa., 19103 U.S.A. 


DETROIT; “MICH i 22..078...: Canadian Department of Defence Production, 
c/o Michigan Army Missile Plant, 
38111 Van Dyke, 
WARREN, Michigan 48090 


Sra COUISMMOn ae sks ot Canadian Department of Defence Production, 
AVCOM, 
P.O. Box 209, Main Office, 
ST. LOUIS, Mo., 63166, U.S.A. 


Los ANGELES, CALIF. ........ Canadian Department of Defence Production, 
c/o Los Angeles Contract 
Management District, 
55 South Grand Avenue, 
PASADENA, Calif. 


CHICAGO,: [Lbaestsste Sick > Canadian Consulate General, 
Consul and Assistant Trade Commissioner, 
310 South Michigan Avenue, 
Suite 2000, 
CHICAGO 4, Ill, U.S.A. 


NEW ORLEANS, LA. .......... Consul and Assistant Trade Commissioner, 
Department of Trade and Commerce, 
c/o Canadian Consulate General, 
Suite 1710, 
225 Baronne Street, 
NEW ORLEANS 12, La., U.S.A. 
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Appendix F 


Statisties of Defence and other Contracts 
and Expenditures 


The statistical tables in this appendix contain information for calendar years 
1964 and 1965 on contracting and related spending in connection with the 
Canadian defence procurement (and the construction program up to March 31, 
1965) foreign government prime defence contracts placed through Canadian 
government agencies, and contracts placed on behalf of other Canadian govern- 
ment departments and agencies. These statistics measure the value of contracts as 
they are issued to contractors and suppliers and the value of payments as they 
are made to them. 

The net value of contracts issued, as shown in these tables, includes the value 
of amendments which increased or decreased commitments under existing con- 
tracts, as well as the value of new contracts. In some cases, therefore “credit” net 
values are shown because decreasing amendments to contracts placed in earlier 
years have exceeded the value of new contracts and increasing amendments issued. 


The tables are shown in pairs, with the first “a” containing data on the net 
value of contracts issued and the second “b” containing the value of expenditures 
against these contracts and against similar contracts placed in earlier years. 


Tables 1a and 1b contain summary statistics relating to all contracts issued 
by the Department of Defence Production and its associated Crown companies, 
Canadian Commercial Corporation, and up to March 31, 1965, Defence Construc- 
tion (1951) Limited, with the exception of those involving payments out of the 
Defence Production Revolving Fund. Both contract and expenditure data are 
broken down by the various sources that requisition and pay for the goods or 
services involved. 


Tables 2a and 2b contain statistics related to contracting by the Department 
of Defence Production and, up to March 31, 1965, Defence Construction (1951) 
Limited, on behalf of the Department of National Defence. Payments against 
these contracts are made from funds appropriated by Parliament for the Depart- 
ment of National Defence. The figures in these tables are broken down by defence 
programs (as defined below) and the country in which the prime contractor is 
located (based on the address to which the contract is sent). 


Tables 3a and 3b contain data relating to prime defence contracts placed in 
Canada by foreign governments through Canadian government agencies, such as 
Canadian Commercial Corporation. The Department of Defence Production issues 
most of the contracts for Canadian Commercial Corporation. 


Tables 4a and 4b relate to certain activities in support of Canadian defence 
industry that are financed from Defence Production parliamentary appropriations. 
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Definitions of the Defence Procurement Programs 


This classification relates all procurement, insofar as possible, to readily 
identifiable end-items of military and other hardware, such as ships, electronic de- 
vices, guns, types of ammunition, clothing etc. Thus a particular program includes, 
in addition to the end-item, those components or parts that become an integral 
part of the equipment, as well as the associated services such as design and 
development, installation, maintenance, and repair and overhaul. 


AIRCRAFT: This group of projects includes complete aircraft and items to be 
physically incorporated into complete aircraft, such as airframes, engines, 
propellers, navigational and flight instruments, electrical systems and their 
components. Design and development services, maintenance, and repair and 
overhaul of aircraft are included also. Excluded are specialized accessories 
such as armament and communication equipment, photographic equipment, 
training devices and ground support equipment and associated services. 


ARMAMENT: This program includes projects involving weapons such as small arms, 
guns, howitzers and their components; light, medium and heavy ammunition 
of all types; mines, depth charges and torpedoes; rockets, missiles and their 
launchers; and explosives and certain defence chemicals. Electronic fire 
control projects, however, are excluded. 


ELECTRONICS: Electronics and communication equipment projects of all types 
are included in this program. Telephone, telegraph, radio, radar, underwater 
sound, fire control, flight and tactics simulation, and test equipment are 
included. Development, maintenance, management and transportation services 
associated with the procurement of electronics and communication equipment 
are also included. Photographic equipment and navigational and flight instru- 
ment projects are excluded. 


Suips: This program includes destroyer escorts, frigates, minesweepers, aircraft 
carriers, submarines, other floating equipment and ship components such as 
hulls, superstructures, propulsion machinery, boilers, condensers, heating and 
electrical systems etc., as well as reconversion, refit and repair projects. 
Armament and electronic equipment projects are excluded. 


TANK-AUTOMOTIVE: Included in this group of projects are tanks and vehicles of 
both armoured and non-armoured types and the associated services of devel- 
opment, maintenance and repair and overhaul. Cars, trucks, buses and 
components, such as tires and tubes are also included. Excluded are armament 


and electronic equipment projects. 


FUELS AND LUBRICANTS: This program groups projects providing for supplies of 
petroleum, gas, coal and coke and their products; principally aviation turbine 
fuel and gasoline, motor vehicle gasoline and heating fuels. 


CLOTHING AND EQUIPAGE: Items of personal clothing, footwear and equipment 
such as mess kits, steel helmets, tents, etc., are included in this program. Pro- 
tective and lifesaving equipment projects are excluded. 
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FOoD AND SUBSISTANCE: This program includes all projects involving the supply 
of food, beverages and tobacco. 


CONSTRUCTION: This program includes all construction contracts for building 
structures, runways, etc., as well as the consultant services, repairs and main- 
tenance involved. Most of these contracts are placed by Defence Construction 
(1951) Limited. 


CONSTRUCTION EQUIPMENT: All purchased building supplies and equipment to be 
physically incorporated in structures and facilities, construction machinery, 
mining machinery and all equipment necessary to build a structure or facility 
are provided for in this program. Production machinery and conveying, 
elevating and material handling equipment projects are excluded. 


PRODUCTION EQUIPMENT: Metal working machinery, special and general purpose 
industrial machinery, trade and service industry equipment, agricultural 
machinery, etc., projects are provided for in this program. Excluded are 
projects involving mobile equipment, generator sets, office machinery and 
equipment, protective and lifesaving equipment, transportation equipment 
and conveying, elevating and materials handling equipment. 


Table 1-a.—Net Value of All Contracts Issued 


% Change 
Sources for which Contracts Issued 1964 1965 1965/1964 
$000 $000 % 
Department. of National Defence 2.5.0.0. cisco dnrvaesceescsstavonseve 497,158 473,534 — 48 
Department of Defence Production: 
Votes in support of Defence Industry 0.000000... 9,565(a) 1,463 — 85 
Foreign Governments: 
United States eho ec. aR es. es. LE Med ated edocs 84,557 154,384 + 82 
BYMAEUl LD eee ee ss es Me ee HI 83 12,018 1,843 — 85 
Federala Republic sot ¢Germanyinc. ce tccuse 4 etc 3,807 S21 — 15 
COLE PCROVET NEN CIN Si, cece ee ee tte can eae neato Same 12,035 2,709 — 77 
Canadian “EXtefndr AIG eet ee 13,075 19,650 + 50 
Other Government Departments and Agencies ................ 26,171 56,610 +116 
Totak :,498 | eG tern Seek ES, VIDA EE i 658,386 713,414 + 8.4 
Table 1-b.—Expenditures Against All Contracts Issued 
% Change 
Sources Paying the Contracts 1964 1965 1965/1964 
$000 $000 % 
Départmentcof National Defence (22230... ik... 546,232 462,732 — 15.3 
Department of Defence Production: 
Votes in Support of Defence Industry ..........0000000... 10,489(a) 1,656 — 84 
Foreign Governments: 
United! Statest. Seete ean Galas tere eee oe eel ae Ue 84,557 154,384 Bey 
RECA cos ern Mente cicoanee ca a ee ee ee ee 1,064 1,538 + 45 
Federal? Republic’ of sGermany= 224 9. ees. 5,081 4,244 — 16 
Others Governments igi of casera: 7 ae 1 Oe 13,898 6,574 — §3 
Canadian: External (Aid oo pe pee ee a, tect ot L320 13,826 — 9 
Other Government Departments and Agencies ................ 25,052 42,773 + 71 
CR Te ee ee en ee ee renee | 756,055 628,834 — 16.8 


(a) Includes $8,891 million of contracts and $8,935 million of expenditures to sustain Canadian industrial 
technological capability under Vote 25, transferred to Dept. of Industry under Vote 5 as of April 1, 1964. 
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Table 2-a.—Net Value of Canadian Government Defence Contracts Issued 


1965 
SS eee EEeeeeee—EOEOeeeee 
United 
Program Canada States Britain France 
$000 $000 $000 $000 
PATOEATOT ica etna ones 117,643 10,440 1,992 Di 
ORTHO ee eatceyccaivss ieee tienes 12,952 10,718 306 1,882 
| oe ae) 2 (oo a ee 87,617 14,543 359 107 
11 Ue yeep area hae CPE eerie i eine Ree ee 27,035 678 23,547 — 
TPAMKAULOMIOUVE —......s.ccceseseoasoeon 8,262 8,961 68 89 
Fuels and lubricants .................. 41,281 11 103 343 
Clothing and equipage .............. 14,330 3icr 6 1 
Food and subsistence ................ 21,900 26 — 16 
MC GUSUTUCUION CRY coccicascsdtettteens ons 2,208 — — 370 
Construction equipment ............ 14,390 614 15 238 
Production equipment ................ 10,156 504 41 pas 
Ouber DIOGTaMS: ....... Me. aes 33,218 1,392 71 393 
46) Cleat EEE 6s PRR ER 390,991 47,856 26,509 3,489 
1964 
ne 
United 
Program Canada States Britain France 
$000 $000 $000 $000 
LTE S02. eRe, Re SARE 95,930 48,592 1,514 5 
PAT aAmient: 6.25. ee 14,603 4,079 IRGS Se) 139 
PUOCULODICS  ..Fitros cxssssenensseete tener ones 93,862 1,561 744 ca 
SAU game nah rete eae OE RE POR eR RET 2igol7 225 15,239 — 
MT AMKEAUTOMOUIVE —..0...sc0cteerdecreseee 14,004 12,812 505 135 
Paes ang loubricants’ ....i.:...-.. 42,761 12 256 243 
Clothing and equipage ................ 10,715 327 26 g) 
Food and subsistence ................ 22,928 34 — 10 
ONSIUCHOD foseiscca ssa erties 830573 — — 1,195 
Construction equipment ............ 13;551 234 89 554 
Production equipment ................. 9,952 2,091 176 15 
OLVel DEORTAMS seccescaptemieseeen S14 PM os) 983 280 828 
PPOCALM— gece sieeiield ie leecs ceatneatrenaterenss 398,121 70,950 21,114 3,437 


(a) Values to March 31, 1965 only. 
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Other 
Countries Total 
$000 $000 
56 130,159 
1,908 ZTIGS 
245 102,871 
80 51,339 
166 17,547 
10%) 42,463 
5 14,311 
33 21,975 
48 2,626 
533 15,790 
50 10,775 
839 35,913 
4,689 473,534 
Other 
Countries Total 
$000 $000 
9 146,050 
128 21,234 
331 96,809 
— 36,981 
a5 27,671 
285 43,557 
1 11,971 
11 22,983 
1,090 32,858 
596 15,025 
26 12,260 
842 30,658 
3,534 497,158 


Table 2-b.—Expenditures Against Canadian Government Defence Contracts 


1965 
United Other 
Program Canada States Britain France Countries Total 
$000 $000 $000 $000 $000 $000 
CATT CTA. ak Ph einen & 114,196 42,981 1,694 26 56 158,954 
Pornmament= | Mek i. ees 13,661 7,386 652 663 438 22,800 
Blectronircs*’ 2 Cee 88,508 11,452 288 1S) 246 100,609 
BORED ote en MENG ran Sane ca $6,213 206 8,627 — 80 45,126 
Tank-automotive —.................00008 5,574 8,299 999 81 174 15,127 
Fuels: and lubricants’... 200... 23,147 58 115 340 730 24,390 
Clothing and equipage ................ 11,816 19 14 1 3 11,853 
Construction equipment ............ 12,551 253 89 245 S70 13,665 
Coustruction May jis lee us 6,948 a o= 211 208 7,367 
Food and subsistence ................ 21051 27 a 16 os 21,129 
Production equipment ................ 8,494 885 40 24 51 9,492 
OEE see ES i eee 8 Saks a Oe | 1,199 60 392 842 32221 
Ota Meee RRR ee 371,886 72,765 12,578 2,114 3,390 462,732 
1964 
United Other 
Program Canada States Britain France Countries Total 
$000 $000 $000 $000 $000 $000 
PA retalt Geet ek ve Bi ecicnaee 160,935 29,217 1,087 ] 10 191,255 
PA TIMANert Reo: EB 9,657 5,295 786 2,106 128 17,972 
PROCATONICS ys 2 obiiss ppcetaco tote uy 102,759 9,095 519 311 403 113,086 
oC OMe RCRA = Ae Hire Ona ert oh oA 35,574 409 12,169 oe — 48,151 
Tank-automotive  ..............c000 12,558 14 3363 1,281 135 213 25,550 
Fuels. and libficants _.22........ 25,167 ua 122 243 272 255810 
Clothing and equipage .............. 10,188 354 a3 ys] 1 10,578 
Construction equipment ............ 13,012 240 46 554 566 14,413 
AZONSITUCTION (HAS. cic cee 33,250 — — 1312 589 35,152 
Food and subsistence ................ 21,960 33 — 10 2 22,015 
Production equipment ................. 8,672 226 158 15 25 9,096 
CED EPR. OF See: 29,753 1,433 284 828 847 33,150 
IER SNARE RDS os A a A sn le AM cia AOI ae as a Pd Gl acebadbadh Nt Biscay vole Boe ee 
Chit 1, SRR 20. eee a 5 ee 463,485 57,675 16,484 are a4 3,066 546,232 
pith Pe PRE Et A LADS, SEN GADD 2K es Ie tale ch aca OOS apa Ne Lg wb deck Bence ay eo 


(a) Values to March 31, 1965 only. 
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Table 3-a.—Net Value of Foreign Government Prime Contracts Placed in Canada 


1965 
United West Other 
Program States Britain Germany Countries Total 
$000 $000 $000 $000 $000 
Fe oe (ahd Re eek BAUER sapere eee. oe Nr baer 99,376 — rey 6 331cr 99,556 
PERROTT oh Bsn cen teehee 17,062 484 2 1,125 18,673 
120M tee uae, TRG "Glee Spee 26,855 1,061 1 ao 8} 446 29,874 
ALTE aa alae at eta aa ea nan 1,828 a — 3 1,831 
Prewmeand lubricants. ..0..cxg46h--.0.. 42 — — 3 44 
eT ATILOTIOUVE. “oc cdiecnse-eeesectinctecness os 340: — — 249 589 
OPS TUITION (CD e chiicserccse eaten vaneieer 505 — — — 505 
Clothing and equipage ................. 226 14 ~- 3 242 
Construction equipment .................... 4,435 — — 319 4,755 
Food and other subsistence .............. — 284 — — 284 
Production equipment ...................... 1,190 — — 51 1,241 
SOLE cera ema eR EG, Oe 23525 (a) 1,196 841 4,562 
To ana re SURE, Aces adh Sat h M nen caonans 154,384 1,843 3221 2,709 162,157 
1964 
United West Other 
Program States Britain Germany Countries Total 
$000 $000 $000 $000 $000 

Pee i dy ual etn PREP .' 5. a 37,103 10,000 1,812 6,023 54,938 
PRR RIOL 25 5, srw heres. sais eee ite S507 617 —_ 5,664 9,798 
BCE S 50. hh age iceman chars sts 32,199 901 1,928 253 35,261 
Beha a SE AE Ss isk cats cexnsnrsoun neces 4,015 — — 3 4,018 
Pets. ang jubmcAanS: <:....<..cuka.e cscs: 152 — — — 152 
SEAR HATOMIOUIVE: — asoncsasias-ckyasnansesvorersant 549 10 9 569 
As POLI CEROND (seks paces ee ieee 973 — — ei 1,050 
Clothing and equipage ...................... 69 13 — 4 86 
Construction equipment .................... 2,047 22 (a) a 2,071 
Food and other subsistence .............. — 465 — — 465 
Production equipment .«......22..:.-...000. 2,871 — 1 20 2,892 
Other 1,062 (a) 56 —- Lid 


“Tree te dy. ADMINS hy 0g Megat PE UR dra Renee gay Vee ea 


(a) Less than $500. 
(b) Values to March 31, 1965 only. 


12,018 


12,035 


112,417 
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Table 3-b.—Expenditures Against Foreign Government Prime Contracts 
Placed in Canada 


1965 
United West Other 

Program States Britain Germany Countries Total 

$000 $000 $000 $000 $000 
PAIVCUGLEM ncistare tere colt ore eee ae 50,108 — 995 3,646 54,749 
aS eink 150 (01) eee i RD, Ter Cohen 2 3,297 7158 12 2,426 6,493 
TOS". Viadietcendsc at Hees iene Weems tec 2,088 —— — (a) 2,088 
PLOCTONICS (et ciara ane 33,354 S21 3,196 243 37,314 
PANKSAUTOMIOUEV Oe sazscstelecsieste el coashones 428 — — 8 436 
Fuels ‘and lubricants <..c.c2>. 6.<sec.eces — 2 — (a) Z 
Clothing and equipage ...................... 111 4 — > 120 
Construction s(D) wares eh nae ps — — is 219 
Construction equipment .................... 3,137 33 (a) 64 3,234 
Food and subsistence ...................0...66. — 220 — — 220 
Production equipment ................0....... 1,484 —- 1 22 1,507 
83110) eee 2 ie SOD 6 oe ee 1,271 (a) 41 160 1,472 
ROVER aia, ete te Carre emetten eae ain ee 95,491 1,538 4,244 6,581 107,854 

1964 
United West Other 

Program States Britain Germany Countries Total 

$000 $000 $000 $000 $000 
PAIBET ALE) oasis drome tee ad eect ta 86,728 — 2,431 10,173 99,332 
PLEMIAMICNL oe ee ee oe 5,563 481 — 1,419 7,463 
DUDS Arcaracsent nt ews irtet ee Ae it tn iad 2,497 — — vs 2,499 
PUCCUT OMICS 6, 3. toe Git arce aes 36,857 200 2,650 1,973 41,680 
‘Vank-atomotive we. .ucane es ..:sc 292 — — — 292 
Pues (ands lubricants 2500. eicdocok, 226 — — —_— 226 
Clothing and equipage ...................... 43 10 — 5 58 
CORStFUCTION «reich ee Goes 1,002 — — — 1,002 
Construction equipment .................... 3,467 — — Zz 3,469 
Pood rand ‘SUbsIStenCe: sipelerinn.s — Siz — 1 373 
Production.equipment isu resknccevere. 1,471 — — 25 1,496 
001 5 ees | ee eee: 2 eee 573 1 — 298 872 
Ota rte at ae aan ee eee 138,719 1,064 5,081 13,898 158,762 


(a) Less than $500. 
(b) Values to March 31, 1965 only. 
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Table 4-a.—Net Value of Contracts to Assist Canadian Defence Industry 


Category of Assistance 1964 1965 
$000 $000 
Care, maintenance and custody of Crown owned standby defence assets 120 84 
CEES TCT) RRS SPs Toc ane a ants RASS amc i eae RCO aE ROE 1 tren oer ree tensa 3 104 58 
Establishment of competitive production capacity through absorbing 
Certain PLeprodUctiONn. ANG LOOMING COSTS icici sda paige isso eseenes 44cr Nil® 
TICTERES MUG USITY “IVIOGETIIZATION coerce sco snnescancnezeccnscanonacertvnceeMioenneossvnts To32 
Establishment of qualified sources for the production of component 
Dar santigne nate tad si BE RM sect, Sts ss EMEC 08 macnis aint conan senwetnnds 494 89 
To sustain Canadian industrial technological capability ..........000..0000... 8,891 Nil@® 
Total) EP wee ek ee Ne er, ae MT eaten acdcolensenenmale 9,565 1,463 


Table 4-b.—Expenditures Against Contracts to Assist Canadian Defence Industry 


Category of Assistance 1964 1965 
$000 $000 
Care, maintenance and custody of Crown owned standby defence assets 738 269 
SEA WASTE Yel ae Ce em PEACE oe RIE UREN MOE SE re nn 127, 132 
Establishment of competitive production capacity through absorbing 
cértain® preproduction and tooling Costs. .....0.2...c.c6. ce cveeeeeeee 283 Nil™ 
Defence.Industry MOdersizatione: . 5 ..deeccscscsitvstieoxseVtiewasesbewnngyenenateabnatonns 873 
Establishment of qualified sources for the production of component 
BEAEIS) ATIC) TACCTIALS Foe Cre hee roees tes Seta etree need atreatee 406 382 
To sustain Canadian industrial technological capability .................... 8,935 —° 
istalamears (a Panes, cae laen ee: eoeeees 1S... ee, eres, VETOES at. LEA 10,489 1,656 


® This Vote, Vote 5 (Primary 22) has been phased out, effective March 31, 1965. 

© This Vote, Vote 25, was transferred to Dept. of Industry, Vote 5, April 1, 1964. (The 
overall net value of contracts placed in the calendar year 1964 totalled $35,133,000 while expenditures 
totalled $20,084,000. Comparative statistics for 1965 were $14,900,000 for contracts and $22,184,000 
for expenditures). 
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Appendix G 


Ottawa, March 1, 1966. 


The Honourable C. M. Drury, 
Minister of Industry, 
Ottawa. 


SIR, 


I have examined the Balance Sheet of the Department of Defence Production 
and the Statement of Trading Operations of the Defence Production Revolving 
Fund for the year ended March 31, 1965. 


The general account section of the Balance Sheet includes capital and other 
assets acquired through the medium of parliamentary appropriations for which 
the Department is accountable. In accordance with established government practice, 
these assets are carried at cost and no provision is made for known diminution 
in value of the clothing and footwear or for depreciation of the capital assets. 


Included in the strategic material inventories in the Defence Production 
Revolving Fund section of the Balance Sheet is material in the amount of $716,840 
that is not financed by the Revolving Fund and therefore is not an asset of the 
Fund. This material, the cost of which had been financed by parliamentary 
appropriations of the Department of Trade and Commerce prior to 1951-52, was 
taken over by the Department of Defence Production at its inception. 


The Defence Production Revolving Fund, established under section 16 of the 
Defence Production Act, contained an accumulated surplus of $1,818,444 at 
March 31, 1965. In our report last year we expressed the opinion that this 
accumulating surplus should have been transferred from the Revolving Fund as 
revenue and we continue to hold this opinion. The reasons underlying this 
view are to be found in paragraph 60 of the Report of the Auditor General to 
the House of Commons for the year ended March 31, 1965. 


I now report that, in my opinion, subject to the foregoing the accompanying 
Balance Sheet presents fairly the financial position of the Department at March 31, 
1965 and the Statement of Trading Operations gives a true and fair view of the 
trading operations of the Defence Production Revolving Fund for the year ended 
on that date. 


Yours faithfully, 


A. M. HENDERSON, 
Auditor General of Canada. 
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Appendix I 


Summary of transactions in 
Equity of Government of Canada Account 
for the year ended March 31, 1965 


Balanceraten peile bP G4 aici sys cacives prcnenscameeniet tonya aeehatinmensnsaen sa’ $ 207,352,805 
Add: 
Transfer of assets from other departments and 
DOENCIES ee nee. ered ee alee eee eee $ 6,866,924 
Transfer of liabilities to other departments .............. 187,787 
Assets acquired from appropriations ....................06. 77,549 
Sry eo ac. sik dee ARs I oss vada es eee 13,082 
7,145,342 
214,498,147 
Deduct: 
Decrease in fixed assets in custody of Canadian 
VATserials (Limited) 25 Be ee ee el hte ears Sa Rl gwen Ye 
Transfer of surplus assets to Crown Assets Disposal 
CCOMPOr ati ek ee ek et ent ee eta 3,780,168 
Transfer of assets to other government departments 
ANG ACCUCIESS crus teh seen Ae ee Mee AOS ae 2,875,186 
Write off of balances remaining after sale of assets 2,192,234 
Decrease in working capital advance Canadian Com- 
TIETSIALG OL POL AULON akinesia eee a ce 2,000,000 
Payments received under agreements of sale of land, 
Witldings and Seguyipmiene: i. 6 a ecterG inks Ask ereneaers 1,892,022 
Assets written off due to completion of contracts, 
GMOTVAT Cte cB ce, ace ROE Gas oc cele anactions se 376,423 
Receipts from sales recorded by Treasury as revenue 
TED MOLRY CAES Fos occas ic tech ea ces ena: Se ane 116,965 
38,305,210 
WRATANICO AU Wein) Si 199 O52 5 wales acbien ss onde vncn’. aac navitenaies Acoma eeea $ 176,192,937 
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Appendix II 


Defence Production Revolving Fund 


Analysis of accumulated surplus 
as at March 31, 1965 


(with comparative figures as at March 31, 1964) 


1965 1964 
Interest earned on— 
Agreement of sale’ of aircraft ...........0...c:0cce. $1,111,265 $ 559,893 
Working capital advance for the operation of 
CEOWN-OW LCC MALLE Liss ce avvss covevavcversuntbveneinannsninnt 14,434 — 
$ 1,125,699 559,893 
Profit on strategic materials sold ...............0..cee 463,839 463,449 
Deduct: Warehousing and other expenses ........ 111,988 108,457 
351,851 354,992 
Profit on cloth and wool sold—operations completed 340,894 340,894 
STIOMIs ASEAL IVESTCH 99, 1 900) Sudesh aru eters tne males $°1;818,444" 3 1,255,779 
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Defence Production Revolving 


Fund 


Exhibit II 


Statement of Trading Operations for 


the year ended Mareh 31, 1965 


(with comparative figures for the year ended March 31, 1964) 


Sales at cost: 
Aircrafteand: cOmponentsi et (tee ee cect 
Researchvand developments aa a cs oe Ree 
Mimionsreand . -COMPORGHISES, 4.25 cctnesacsconcesenasdiecaan neers: 
SSCHTOIO VSP Nba ra eee ch ee TIRE ec noey ss hamten ae eee 
SHIP DUUGING t COM POUCR tS hares we cena eerie 


1965 


$ 93,091,984 
13,048,450 
18785591 
75,000 
(171,042) 


$ 107,922,983 


Strategic materials: 


ALCS ee Ee ee ene, See etre een arte eee $ 34,424 
COST OL SOLOS We ROPER oiler ee ee hy, ae 34,034 
CSTOSS = PLOT ere re et ee ee ae 390 
Interest earned on: 
Agreements of sale of aircraft .................. $ 551,372 
Working capital advance for the operation 
of Crown-owned plant ............0.0.0........... 14,434 
565,806 
566,196 


Deduct: Warehousing and other expenses—strategic mate- 


a) LEA” Gra MRS OU oe 50 oa Restate area sk ea RE AR oan ee UL pe IPE 
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COE | 


$ 562,665 


1964 


$ 31,471,861 
4,002,149 
2,633,914 
1,096,875 

210,419 


$ 39,415,218 


188,296 
175,240 


13,056 


365,471 


365,471 


378,527 


4,742 


$ 373,785 


Statement of Expenditures for the year 
ended Mareh 31, 1965 


(with comparative figures for the year ended March 31, 1964) 


| 


1965 1964 
Vote 1 Departmental Administration 
Pee ee a AR ype Gi G5 A iy di 3, btn darieencnmanl $12,154,348 $10,214,630 
Gy Fat apa 18a oe ga el Ye BC a pe gh 235,114 
Travelling and removal expenses .....................:068 423,490 323,404 
Office Stationery, supplies and equipment .............. 473,077 341,251 
Repairs to office equipment and acquisition of 
ci itd 7 0: Cd Ep 6 See nen eee 435,907 395,798 
CIE DRONES BIG Tele OTAMS-riacemreietis ca veode dese viveuesaaesas 281,154 246,216 
MIOLessiGnalwand Special SETVICES ....3.......ccsc0essens sane 192.152 138,560 
Ee Beg SS Te RS NEN cD MOA ON NER Tete Eee 74,692 58,529 
Prevent, express and Cartage | ...cch hie 148,444 139,922 
Rental of office accommodation ........0..:...000600008. 253292 3,467 
Publication of departmental reports and other 
Tn EW) us tute. le A RR 16,234 21,014 
PP ET AIS AN  SENOONIES ics. is Lsviobcra ne dewvonesivxtileiosnadmos 8,809 6,309 
Acquisition or construction of equipment ............ 14,584 
Repairs and upkeep of equipment ........................ 8,874 5,765 
Mriniese 6 cone AN... PRN). OARS. Se AG) Fe 37,053 2013 
Care, maintenance and custody of standby defence 
oe Spat Meets oe Pree ae lt eg 2 ORE A SES ORR 583,180 770,094 
Grants to municipalities in lieu of taxes ............ Datel 2 187,677 
$15,358,257' 133110,763 
Vote 5 Establishment of production capacity and for 
capital assistance 
Capital Account 
BEY TEA TRE oe occas nih Sew podidnlona atone 326 48,430 
Accountable advances to contractors ............ 75,398 156,457 
75,724 204,887 
Income Account 
Defence Industry modernization .................. 474,282 
Establishment of production capacity ........ 100,000 1,003,025 
574,282 1,003,025 
650,006 1,207,912 
Vote 10 Establishment of qualified sources for produc- 
tion of component parts and materials 
ELE Te te 51] Re Yer UnPe se ec ROS it a oneal Oe 2,000 
Pilih hike feel) 31] Rae eee ee Rey 2 Sa ne a oe eet oe 439,209 448,000 
439,209 450,000 


Vote 15 Directorate of Printing (Note 1) 


Administration ::....ehe, oa ae a ee 565,642 635,493 
Plant equipment and replacements ....................... Bo fe Py le 82,638 
901,419 718,131 


Vote 35 Defence Construction (1951) Limited 


Adoitiitstr ation ee oe ee 2,200,166 2,509,825 
Vote 40 Canadian Arsenals Limited 
Administration=and Operation. 32.2.2. )ec ee ee 4,476,620 4,257,976 
Vote 45 Canadian Arsenals Limited 
Construction Sand aimprovement....2) 4 eee. 3,603 
EQUIDMENLs . oseneaaee hare ccs.) eaten ni ieaduade: 115,125 268,330 
118,728 268,330 
Statutory—Gratuities to families of deceased personnel 1,990 
Statutory—Refund of prior year’s rental revenue ........ 36,416 
TOtal Expenditure es eee $24,146,395 $22,559,353 


(Note 1) 


Note 1: The total 1963-64 expenditure shown in the 1964 Annual Report of the Department 
was $38,946,158 but for comparative purposes this has been reduced to $22,559,353 (the amount 
shown in the Public Accounts 1964-65) to reflect activities transferred to and from other departments 
in 1964-65: Vote 5, $18,392,664, and Minister’s salary and car allowance $5,394 transferred to the 
Department of Industry; $1,946,288 transferred from the Department of Public Printing and 
Stationery (Vote 1, $635,493; Vote 5, $1,228,157; Vote 30, $82,638). In addition, the 1964 figure 
was reduced by $64,965 to convert expenditures from an accrual basis to a cash basis and thus 
correspond with the figures in the Public Accounts. 
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Statement of Revenue for the year ended 
Mareh 31, 1965 


(with comparative figures for the year ended March 31, 1965) 


1965 1964 
Non-tax Revenue 
CARD TI@ GU SLT EBA R) (ool UE Ccs 7c Spee Ea gen nnL LTE ae nao OOD ee are nr tot Shs aw bE Nelo Ad oe 
Privileges, licenses and permits ...............-..:-sesssesseesensnens 1,355 
ead old Os) PeUTE UE: | Cor fe ene ea ee tie SE SP oe MOT a ne ee SoS eT 9,865,343 12,436,072 
PICO SHG ROT VICES BOOS — s5.ses cul et are wake Soto ace Hees teria 143,480 152,716 
Retinds Of PIEViOUs VEaTS EXPENGUIS coscsccs neces scsee dy iectesn 14,032 15,269 
heh cleoll tec ik gaara (aia eNO ist Mines SC seen erg? ae arene etree ty Epes 27,035 9,258 


15,643,467 16,866,835 
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ROGER DUHAMEL, F.R.S.c. 
Queen’s Printer and Controller of Stationery 
Ottawa, 1967 
Cat. No.: P1-4/1966 


To His Excellency The Honourable Robert T. Taschereau, 
P.C., LL.D., Administrator and Chief Justice of Canada. 


March 21, 1967 
MAY IT PLEASE YOUR EXCELLENCY: 


I have the honour to submit to your Excellency the Report of the 
Department of Defence Production for the calendar year 1966. 


A summary of the operations and services rendered by this Depart- 
ment, under their respective headings, is laid before your Excellency. 


Respectfully submitted, 


Minister of Defence Production. 
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The Honourable C. M. Drury, P.C., C.B.E., D.S.O., 0.C., M.P., 
Minister of Defence Production, 
Ottawa, Ontario. 
March 21, 1967 
Dear Sir: 
I have the honour to submit the Report of the Department of 
Defence Production, which covers the operations and services rendered 


during the calendar year 1966. 


Yours faithfully, 


Oo 


4 
Deputy Minister. 
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1966 Departmental Highlights 
Total net value of all prime contracts $1,030 million, 
an increase of more than $317 million over 1965. 


Contracts placed for external aid programs rose 80% 
from $19.65 million in 1965 to $35.42 million. 


Purchases for civil departments totalled $90.3 million, 
an increase of $34 million from 1965. 


Manufacturing criteria for Canada’s national flag issued. 
Project management techniques inaugurated. 


27 Motor vehicle safety standards developed and “The 
Guide to Traffic Safety” published. 


Purchases totalling $10 million made for Expo ’67. 
$49 million contract for naval support ships Protecteur 


and Preserver, largest single shipbuilding contract 
ever placed in Canada. 


Role of the Department 


The original role of the Department of Defence Production, which was estab- 
lished in 1951 under the provisions of the Defence Production Act in order to 
carry out the procurement function for Canada’s defence program, has been con- 
siderably expanded in recent years. 


As a result of the responsibilities given to the Department in 1963 by the 
Government relating to the implementation of certain recommendations of the 
Royal Commission on Government Organization, a central purchasing and supply 
agency has been established to satisfy both civil and defence needs. 


In line with the Government’s intention to establish a common service agency 
responsible for purchasing and supply, the Department is now clearly emerging in 
this role. 


Faced with an increasingly higher cost of developing and producing modern 
military equipment, the former policy of unilateral weapons development for 
NATO and friendly countries is rapidly giving way to a variety of bilateral and 
multilateral dealings between allies and other friendly nations. These are invariably 
designed to replace the waste of duplication with the savings of co-operation. In 
order to provide the most modern weapons for its Armed Forces, Canada has had 
to take advantage of the economies inherent in securing defence equipment as a 
result of selective participation in the major programs of our allies. 


In its present role, the Department is also responsible for undertaking mea- 
sures to encourage the development and production in Canada of defence equip- 
ment for sale to our allies with a view to maintaining an equitable balance of pay- 
ment as well as to maximize the technological advances to the nation. 


Accordingly, these measures include defence development and procurement 
sharing with the United States and defence production activities with other members 
of the NATO Alliance and friendly countries. It also involves the purchasing in 
Canada of those goods and services required by foreign governments under a variety 
of international agreements. 


The Minister reports to Parliament, not only for the Department of Defence 
Production, but also for the following Crown corporations:—Canadian Commercial 
Corporation, Canadian Arsenals Limited, Crown Assets Disposal Corporation and 
the Polymer Corporation Limited. Each of these organizations issue their own 
annual report as does the Canadian Government Printing Bureau, which reports to 
the Minister through the Deputy Minister of Defence Production. 
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Departmental Re-Organization 


During 1966 the organization of the Department of Defence Production was 
changed to implement the recommendations of the Glassco Royal Commission on 
Government Organization relating to the formation of a central purchasing and 
supply agency for the Federal Government. Other changes were made to improve 
the overall effectiveness of the Department’s operations. 

Under the re-organization there will be further development of two key serv- 
ices within the Department, the Canadian Government Supply Service and the 
Canadian Government Purchasing Service. The CGSS will be augmented and the 
present structure changed to create greater self-sufficiency. Supply centres will be 
operated at the regional level with supporting headquarters’ branches covering the 
functions of traffic management, cataloguing, specifications and standards, quality 
management and supply management. The Crown Assets Disposal Corporation will 
continue to be closely associated with the Department. 


In a similar fashion to CGSS, the Canadian Government Purchasing Service 
will be created with a high degree of self sufficiency. The CGPS will contain five 
operational branches: Aerospace, Electrical and Electronics, Shipbuilding, Arma- 
ment and Vehicles, and General Purchasing. Operations will be supported by 
branches providing the contracts analysis, purchase research, contract administra- 
tion, and legal functions. 

An Assistant Deputy Minister — Operations will be responsible for DDP 
direction of all major acquisition project activity, both civil and military and the 
Defence Export Program. This work will be carried out by a new Project Manage- 
ment Branch and a re-organized International Programs Branch. The ADM 
Operations will also carry responsibility for certain industrial development activi- 
ties within the Department of Industry. 

Surveillance of departmental operations will be maintained by a new Plan- 
ning and Control Branch which will be responsible for integrating the plans, pro- 
grams and activities of the supply, purchasing and operations functions, and for 
ensuring compatibility of policies and procedures with those of customer depart- 
ments. This new branch, together with Financial Review and Comptrollers 
Branches will come under an Assistant Deputy Minister — Finance. 

Under this arrangement, the Director of the Personnel Branch, the Legal 
Adviser, the Security Adviser and the Departmental Secretary will report directly 
to the Deputy Minister. As of December 31, 1966, the Department had 2,668 
employees. 
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Supply Program 


During 1966, the Canadian Government Supply Service (CGSS) made pro- 
gress in developing the organizational structure, management plans and operating 
systems required for the consolidation of civil government supply activities. These 
important preliminary activities will permit the Canadian Government Supply 
Service to gradually assume responsibility for the supply activities now being carried 
out individually by numerous departments and agencies across the country. 


During the year, the Supply Service was re-organized to achieve a separation 
of regional operations from the support and functional activities of the head- 
quarters elements. Among the principal features of the re-organization were: 


The Assistant Deputy Minister — Supply was provided with two new 
elements to assist him in managing the CGSS. 


(1) A Director-General Operations to be responsible for regional 
operations. 


(2) A Director-General Technical Services to be responsible for 
the support activities and functional direction required by the CGSS 
and for providing specified technical support to other elements of the 
Department. 


Director-General Operations 


In 1966, the Director-General Operations organization was established, with 
the primary mission of directing all aspects of CGSS regional operations and en- 
suring the effectiveness and efficiency of: 


the Equipment Management Branch, which includes the Canadian Gov- 
ernment Repair Service and its seven repair offices from Vancouver to 
Halifax; 


the Regional Purchasing Branch, which consists of a headquarters com- 
ponent, thirteen regional purchasing offices in Canada and overseas 
offices at London, Paris and Koblenz; 


the CGSS Warehouses in Toronto and Montreal, and the 
No. 1 Supply Centre, Capital Region. 


Equipment Management and the Canadian Government Repair 
Service 


The Equipment Management Branch was established in June 1966 to con- 
duct research and develop policies for the life cycle management of non-military 
machines, equipment and other products used by the government. During the year, 
programs for motor vehicle fleet management and the life cycle management of 
office machines, equipment and furniture were introduced. 


The Canadian Government Repair Service, a division of the Equipment Man- 
agement Branch, provides maintenance, repair and overhaul services, and the 
technical evaluation of office machines and equipment for federal government 
activities in Canada. 
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Regional Purchasing 


During 1966, regional purchasing offices placed a total of 146,291 contractual 
documents, valued at $100 million. 

The integration of civil purchasing, which began in 1964, continued in 1966 
with the Regional Purchasing Branch accepting responsibility for a wide variety of 
materials and services to meet the local needs of the Departments of National 
Health and Welfare, Veterans Affairs, Indian Affairs and Northern Development 
(National Parks and Historic Sites), the National Art Gallery, the Public Archives, 
the National Library, the National Museum and the offices of the Chief Electoral 
Officer. This assumption of field purchasing responsibility has necessitated, in 
some instances, the transfer of personnel who have now been integrated into the 
appropriate regional offices. 

The Branch continued to provide purchasing services to the Canadian Cor- 
poration for the World Exhibition through a special component established for this 
purpose as an adjunct to the Montreal office. Purchases totalling approximately 
$10 million were made by the Branch during 1966 on behalf of Expo ’67. 


No. I Supply Centre—Capital Region 

The No. 1 Supply Centre completed its first full year of operations in 1966 
and is now supplying a wide range of commercial products and services to govern- 
ment departments and agencies. 

During the year, 170,000 supply requisitions were received, and over $1275 
million in goods were furnished to government users. Inventory levels were reduced 
by $400,000 during the year, with the total inventory at December 31, 1966 
amounting to $1.9 million. Substantial transportation savings were also realized 
through improved organization and the consolidation of both inbound and out- 
bound shipments. 


Traffic Management 

During 1966, the Traffic Management Branch was involved in an analysis of 
the transportation component of contracts, rate negotiation, control of routing and 
the audit of freight accounts. The Branch has been responsible for the develop- 
ment of a new master insurance policy which covers household effects in transit 
for members of the armed forces and government personnel. 

Hotel reservation services to meet the requirements of all government depart- 
ments in Montreal during Expo ’67 have been established. On behalf of the Cana- 
dian Commercial Corporation, the Branch managed the shipment of over 300,000 
tons of materials with a valuation of $45 million for foreign governments and aid 
programs. 


Cataloguing 

The Cataloguing Branch during 1966 converted all the stock items managed 
by the CGSS to the NATO cataloguing system. This was a major step in the 
introduction of a national uniform supply language leading to a fully integrated 
automated supply system. In addition a wide range of items, which were included 
in the purchasing and supply consolidation program, were codified and listed in 
interim catalogues. 
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Standards and Specifications 

During 1966, the manufacturing criteria for Canada’s national flag was pre- 
pared by the Specifications Branch on the basis of technical specifications devel- 
oped by the Department of National Defence. 

As a result of increased national concern on the subject of motor vehicle 
safety, a broadly representative committee was established under the auspices of 
the Canadian Government Specifications Board to develop a set of standards. The 
Committee was composed of representatives from several federal government de- 
partments, all of the Provinces, the Canadian Federation of Mayors and Munici- 
palities, the motor vehicle manufacturing industry, national and provincial safety 
associations as well as a number of other interested organizations. 


As a result of meetings held during June and October, 1966, the Committee 
successfully developed a set of 27 motor vehicle safety standards. In addition, the 
Committee has issued a “Guide to Traffic Safety” which deals with the human 
factor, the vehicle and the environment as they relate to highway safety. 


Quality Management 


The Branch reviewed the quality characteristics and testing procedures called 
for in specifications and standards and engaged in quality control activities for the 
CGSS and in support of the Department’s purchasing program. 


Supply Management 
The Supply Management Branch was formed in December 1966 from elements 
of the Warehousing and Distribution Branch and General Services Branch. 


In concert with the Department of National Defence, systems development 
work is proceeding towards the definition and establishment of a supply system 
which will accommodate the requirements of the Department of National Defence 
and civil agencies of the government. 


Emergency Supply 

The Emergency Supply Planning Branch, which reports to the Assistant 
Deputy Minister of Finance, is responsible for the peacetime planning that would 
be required for the introduction of a War Supplies Agency following a nuclear 
attack. 


Such an agency, brought into existence at the outbreak of such a war, would 
control production, distribution and pricing of supplies for civil and military use, 
other than certain aspects which remain the responsibility of the Departments of 
Agriculture and Fisheries respectively. 

The plan evolved by the Branch has several parts, — an organization for a 
War Supplies Agency, an inventory of stocks of survival items and the drafting of 
those legal instruments necessary to permit effective control of commodities and 
production facilities following a nuclear attack. 


Purehasing Program 


During 1966, the total net value of all prime contracts negotiated by the 
Department of Defence Production was $1,030.8 million, an increase of more 
than $317.4 million over the previous year’s operations. 

Contracts for the Department of National Defence at $710.8 million in 1966 
represented an increase of 50% over the 1965 figure of $473.5 million. Of the 
total net value of all contracts issued, defence contracts represented 69 per cent 
in 1966 as compared with 66.3 per cent in 1965. 


Table 1 — Net Value of Contracts 


Sources for which Contracts Issued 1963 1964 1965 1966 
$000 $000 $000 $000 
Department of National Defence................. 522.200 497,158 473,534 710,838 
Department of Defence Production 
Votes in Support of Defence Industry......... 115330" 9,565* 1,463 8,156 
Federal Civil Departments and Agencies.......... 1,543 26,171 56,610 90,365 
Canmaian extermal Ald. eee eet ene ee lias’: 11,646 13,075 19,650 35,421 
POreign CsOVernMents.. oii, «so Case Se eR Ghee ee 135,172 112,417 162,157 186,068 
BUEN Al rattan ra LNs opto OAe ers Aree Seat Wie tal 2 ON $ 681,968 $ 658,386 $ 713,414 $1,030,848 


*Includes contracts to sustain technological capability in defence industry later transferred from DDP 
Vote 20 to DOI Vote S. 

Prime defence contracts placed in Canada on behalf of foreign governments 
through Canadian Government agencies totaled $186 million, an increase of $23.9 
million from the 1965 figure. Of the total value of contracts placed for foreign 
governments, the largest portion represented contracting undertaken on behalf of 
the United States Government, 


Table 2 — Expenditures Against Contracts 


Sources Paying The Contracts 1963 1964 1965 1966 
$000 $000 $000 $000 
Department.of National Defence:..... 2:06. 1.2. 524,780 546,232 462,732 483,657 
Department of Defence Production 
Votes in Support of Defence Industry......... 16,776T 10,489T 1,656 4,882 
Federal Civil Departments and Agencies.......... 3,325 25,0521 42,773t 86,762f 
Ganadian externaliAids2.. Scant. sa vamiesls « I xetole Aas 21,079 15,520 13,826 36,027 
Foreign Governments. < osc oxic coe sree a0 erento wea: 189,288 158,762 107,847 148,850 
JATIN, ok Oe I ee tr oe Oe Ce nS NS a eee $755,248 $756,055 $628,834 $760,177 


tIncludes expenditures against contracts referred to in footnote following Table I. 
tExpenditures against federal civil departments and agencies are estimated. 


Contracts issued against this Department’s Votes to assist in the moderniza- 
tion of Canada’s defence industry had a net value of $8.1 million compared to the 
figure of $1.4 million issued in 1965. 

Contracts placed on behalf of federal civil departments and agencies were 
valued at $90.3 million, an increase of over $35 million from the 1965 figure of 
$54.6 million. 

Contracts placed for External Aid Programs rose by 80 per cent from $19.6 
million in 1965 to $35.4 million in 1966. 
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Shipbuilding 
Operational Support Ships 


Following the process of competitive tenders, Saint John Dry Dock Limited, 
Saint John, N.B., emerged as the successful bidder for the supply of two operational 
support ships for the Royal Canadian Navy valued at a total of $49.1 million, the 
largest ship building order ever placed in Canada. The addition of the Protecteur 
and the Preserver will greatly enhance the Navy’s anti submarine warfare capability 
by enabling Canadian warships to remain “on task” for considerably longer periods 
of time than is now possible. 


St. Laurent Class Modernization Program — 7 Ships 


The modernization and refit of the first 6 vessels of the St. Laurent class, the 
St. Laurent, Assiniboine, Ottawa, Saguenay, Skeena and Margaree has been com- 
pleted. Work on the last vessel HMCS Fraser began in 1965 and was completed 
during the latter part of 1966. Work on HMCS Skeena, HMCS Margaree and 
HMCS Fraser was carried on as a result of competitive tenders and the estimated 
cost of the modernization work for these three ships is $8.2 million while the refit 
portion totals $2.5 million. 


Restigouche Class Modernization Program — 7 Ships 


The total estimated value of this program has been set at $61.5 million, and 
work on the first vessel of this class, HMCS Terra Nova, is expected to be com- 
pleted during the early part of 1967 


Oberon Class Submarines 


Three Oberon class submarines are being purchased from Great Britain at a 
total cost of $37.5 million. The first vessel, the Ojibwa, was delivered to the Royal 
Canadian Navy in September, 1965. The second submarine, the Onondaga, is 
scheduled for delivery in May 1967, and it is anticipated that the third will be 
delivered to Canada in 1968. 


Research Vessels 


During the first half of 1967, four research vessels will be delivered to the 
Department of Energy, Mines and Resources. These ships are designed for hydro- 
graphic, oceanographic and limnographic research work in international, Canadian 
Coastal and Great Lakes waters. 


Aerospace 


During 1966, the Department issued contracts in the aerospace field valued 
at $361 million, compared with $225.5 million for the previous year. Of the 1966 
amount, $282.5 million was for Canadian Forces aircraft, aerospace equipment 
and services. A total of 679 repair and overhaul contracts with amendments, valued 
at almost $50 million, were placed. These were distributed among 52 Canadian, 
6 British and 3 American facilities. The production of 190 CT114 Tutor Primary 
Training aircraft for the Royal Canadian Air Force was completed during the year. 
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CF-5 Aircraft 


License, reconfiguration and technical assistance agreements were negotiated 
by the Department with the Northrop Corp. for the manufacture of the F5-CF5 
aircraft, and the General Electric Company for the J85-15 engines. Contract ar- 
rangements were also made with Canadair for a total of 115 aircraft, while orders 
were placed with Orenda for 292 of the engines. Delivery of the first aircraft is 
scheduled for 1967, and the total program is expected to cost an estimated $215 
million. In 1966, the management of this major acquisition was transferred to the 
Project Management Branch. 


Black Brant 


During the latter part of 1966, the Black Brant Rocket Development Program 
produced two highly successful flights. Test firing of the remaining family of three 
Upper Atmospheric Vehicles is continuing, and the DDP Revolving Fund is being 
used to establish an inventory stock pile of Black Brant Rockets. This measure is 
designed to foster off-the-shelf export sales. In addition to this, the development 
of a Meteorological Rocket System by Canada and the United States on a shared 
basis has progressed, and contracts were issued to cover additional exploratory 
research as part of a four year program. 


Surveillance Drone 


The Federal Republic of Germany joined the original partners, Canada and 
Britain, during the year in the development of the Canadian designed Short Range 
Surveillance Drone. Military evaluation trials of this $30 million project have been 
reviewed by the three armies involved and it is anticipated that production of the 
Drone will commence early in 1967, 


Turbine Engines 


During the year, production of the successful Canadian designed PT-6 turbine 
engine at United Aircraft Canada Ltd., continued to grow with a production rate 
of 100 engines per month earmarked for 1967. Contract arrangements are being 
made for the U.S. Army to acquire approximately 220 engines together with 
spares and technical support. 


Armament and Vehicles 


Negotiations were completed during the year for substantial sales of anti- 
submarine projectiles to Great Britain and the Netherlands. In the same period, 
capital assistance was furnished to several Canadian manufacturers for ammunition 
components under the Defence Industry Modernization Program. 


A variety of research and development projects were also undertaken for the 
Canadian Armed Forces and a Canadian designed launcher for a U.S. Missile 
System has resulted in an initial contract for the Canadian developer. A fluid state 
control sub-system for missiles, the XM 571 military personnel carrier, as well as 
the development of light weight binoculars are among a variety of projects which 
have benefitted from research and development work to date. Modifications to a 
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Canadian built torpedo provided it with an improved capability in shallow water, 
and this development has resulted in substantial foreign sales. 


During the same period, major contracts were placed on behalf of the De- 
partment of National Defence to a value of $25.3 million for a wide variety of 
vehicles including aircraft towing tractors, the 155 mm. self-propelled howitzers, 
as well as refueling trucks and snow removal vehicles. At the same time, there was 
a substantial increase in both the volume and value of vehicles and stores procured 
for civilian use due to the progressive take-over of the buying function from other 
departments and agencies. 


Eleetrieal and Electronies 


During 1966, the Electrical and Electronics Branch effected considerable 
progress in the consolidation and improvement of communication requirements of 
the Department of National Defence. The introduction of new communications 
equipment, such as the Ultra High Frequency hand-held transceivers, has achieved 
success as has the Canadian developed Tactical Radio Relay Equipment and Multi- 
plexers. Orders have been received from several of the NATO Nations. 


The Alouette/ISIS Satellite Program continues on schedule, and the third 
satellite in the series is expected to be completed in August 1967. During the year 
a major sonar production program was awarded to Canadian industry, and the 
production of sonobuoys to support anti-submarine aircraft warfare was continued 
at a high level. Canada has established a technical lead for this type of sonar, as 
well as the techniques used in radio ionospheric sounding equipment. 
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International Programs 


The Department’s international responsibilities and functions include the 
management and administrative support of the Canadian Commercial Corporation, 
the establishment of co-operative defence industrial research, and development 
and production arrangements with Canada’s allies. These activities are directed 
through the medium of an International Programs Branch supported by a group of 
specialist personnel located in the United States, Britain, France, Germany and 
in the Canadian Delegation to the North Atlantic Council. During 1966 these 
services were augmented by the addition of an officer located in Rome, Italy. 


Canadian Commercial Corporation 


The operations of the Canadian Commercial Corporation are closely inte- 
grated with those of the Department, however, it retains its corporate identity 
under its President who serves also as the Director of the Department’s Inter- 
national Programs Branch. 


During 1966 the total dollar value of business received by the Corporation 
from other governments, international agencies and Departments of the Govern- 
ment of Canada amounted to $210 million, representing an increase of almost $16 
million over the previous year 


Defence Equipment Development Program 


This program, which is designed to assist in maintaining the defence indus- 
trial base in Canada, was established in 1959. Besides sustaining and advancing 
technology, the program supports, on a cost-sharing basis, the development of 
defence equipment to meet the requirements of other allied governments. Funds 
for this program are administered by the Department of Industry which is also 
responsible for the initiation of specific development projects in conjunction with 
the Department of Defence Production. 


Defence Industrial Modernization Program 


Established in 1964, this program also provides assistance to the Canadian 
defence industry to meet the competitive demands placed upon it by modern manu- 
facturing technology, new materials, closer tolerances and higher reliability. It is 
also designed to foster the establishment of qualified Canadian sources of advanced 
components and materials. This latter feature was added during 1966 by consolida- 
tion with the former Strategic Components Sourcing Program. 


With this assistance Canadian defence industry has acquired and put to use 
modern numerically controlled machining centres, electronic beam welders, 
chemical milling machines and other advanced machinery and equipment. The 
resulting increased productivity has led to significant gains in sales of Canadian 
designed defence equipment abroad. 


To date 133 projects have been initiated with a total value of $38.4 million 
and 90 of these having a combined value of $29.6 million were approved during 
1966. 
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Canada-United States Defence Production Sharing Program 


Established in 1959, this program is designed to permit the most economical 
and efficient utilization of the North American defence industrial base. The pro- 
gram provides for reciprocal procurement of items of mutual defence interest on a 
balanced basis between both countries. A wide range of defence items are covered 
by the program but off-the-shelf general supplies, construction, basic raw materials, 
fuels and lubricants, and special services are excluded. 


United States contracts placed in Canada under the program during the year 
were valued at $317.1 million. The total value of United States procurement in 
Canada since the inception of the program amounts to $1,491.3 million. Canadian 
defence purchases from the United States under the program during 1966 reached 
$332.6 million with the total value of Canadian procurement since the start of the 
program amounting to $1,314.2 million. The cumulative balance in Canada’s 
favour at the end of 1966 was $177.1 million. 
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CANADA- U.S. DEFENCE PRODUCTION 


SHARING PROGRAM (1962 - 1966) 
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CHART 1 


Overseas Programs 


During 1966, the Department continued its efforts to establish co-operative 
defence development and production programs with Canada’s NATO partners and 
other friendly countries. By a variety of communication methods, including brief- 
ings, missions and industrial tours the special technological skills of Canadian 
defence industries were brought to the attention of these countries as a basis for 
possible collaborative program. 


Contracts placed in Canada during 1966 by or on behalf of overseas defence 
agencies for military requirements, totalled $78.3 million in value representing an 
increase of $10.6 million over 1965. In the same period Canadian purchases of 
defence supplies from overseas countries totalled $30.1 millions. Over seventy 
Canadian firms have participated in exporting to some 40 countries, excluding the 
United States. Significant among these exports were sales of Canadian training 
and transport aircraft and communications equipment. 


NATO Infrastructure 


The efforts of the Department to encourage Canadian Industry participation 
in the NATO common infrastructure program resulted during the year in some 
limited initial success. Contracts awarded in 1966 to Canadian firms in open com- 
petition amounted to approximately one-half million dollars. 
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CANADA - OVERSEAS DEFENCE TRADE (1962 - 1966) 
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Project Management 


During 1966, a study of defence acquisition, methods and techniques indi- 
cated the need to update the Department’s management of major defence procure- 
ment projects. Accordingly, it was decided to initiate a program of single office 
project management wherein a single officer would be assigned authority and 
responsibility for the successful management of all aspects of the implementation 
phase of an individual procurement project. 


Within the concept of Project Management, there are two general classes of 
projects: 


(a) Major defence acquisitions being undertaken for the Department of 
National Defence where the interdepartmental Project Manager is 
responsible for management of all the related activities within the two 
departments. 


An example of this class of project is: 
The DDH 280 and Class Destroyers. These are destroyer escorts 
equipped to carry two anti-submarine helicopters. They are unique 
in that gas turbine engines will be used for both the main generating 
machinery and also for propulsion of the ships. Contracts have 
been awarded for the propulsion and generating machinery, and 
tenders for ship construction are expected to be issued during 1967. 


(b) Projects for the development and production of new defence systems to 
meet the requirements of other countries are also managed by the 
Branch. 


An example of this class of project is: 
Periscopter. This system will be used by units in the forward battle 
area for surveillance and target acquisition. The Federal Republic 
of Germany has demonstrated an active interest in the project. 
Both of the foregoing projects were transferred during 1966 to the Project 
Management Branch from the operational branches where they were previously 
located. 
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Ottawa, March 6, 1967. 


The Honourable C. M. Drury, 
Minister of Industry, 
Ottawa. 


Sir, 


I have examined the Balance Sheet of the Department of Defence Production 
and the Statement of Trading Operations of the Defence Production Revolving 
Fund for the year ended March 31, 1966. 


The general account section of the Balance Sheet includes capital and other 
assets, acquired through the medium of parliamentary appropriations, for which 
the Department is accountable. In accordance with established government practice, 
these assets are carried at cost and no provision is made for known diminution in 
value of the clothing and footwear or for depreciation of the capital assets. 


Included with the Revolving Fund Accounts receivable are non-interest bear- 
ing advances of $2,774,490 to manufacturers to assist them in the acquisition of 
capital equipment under the Defence Industry Modernization Program. As section 
16(2) (c) of the Defence Production Act, RS., c. 62, expressly prohibits the making 
of loans to assist in the acquisition of capital equipment, it is my view, that these 
advances have been made without authority. 


Raw quartz is included in the Inventories of strategic materials at cost, 
$6,083,017 and its realizable value has been estimated at $3,083,017. Recent sales 
have been at prices averaging 22% of original cost, thus indicating that the realiz- 
able value may be only about $1,338,000. 


The Revolving Fund included an accumulated surplus of $2,286,292 at 
March 31, 1966. In our reports for each of the last two years we have expressed 
the opinion that this surplus should have been transferred from the Revolving 
Fund as revenue. This opinion is now supported by the Standing Committee on 
Public Accounts which in its Tenth Report presented to the House of Commons 
on February 7, 1967 recommends that the surplus in the Revolving Fund be trans- 
ferred annually from that Fund as budgetary revenue. 

I now report that, in my opinion, subject to the foregoing, the accompanying 
Balance Sheet, Exhibit I, and the Statement of Trading Operations, Exhibit HJ, of 
the Defence Production Revolving Fund present fairly the financial position of the 
Department as at March 31, 1966 and the results of the trading operations of the 
Fund for the year ended on that date, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Yours faithfully, 


A. M. HENDERSON, 
Auditor General of Canada. 
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Notes to the Financial Statements at March 31, 1966 


1. In addition to its investment in Polymer Corporation Limited the Crown 
has an equity of $66,244,626 at December 31, 1966 in the retained earnings of 
Polymer Corporation Limited and its subsidiaries, an increase of $5,802,623 in 
the year ended on that date. 


The investment in Canadian Arsenals Limited is carried at $30.00, the cost 
of the Capital Stock which is also the value of the equity in Canadian Arsenals 
Limited. 

2. In addition to the fixed assets shown on the Balance Sheet, the Department 
is responsible for production tooling, dies and jigs costing $179,604,132, located 
in warehouses and contractors’ plants, title to which is vested in the Crown. 


3. An inventory of 343,552 Ibs. of refined cobalt was certified as being on 
hand in the custodian’s warehouse at March 31, 1965, however, a shortage of 
314,816 lbs., costing $1,188,599 (net realizable value $601,299) was discovered in 
May 1965 and is still under investigation. Partial recovery in the amount of 
$46,223 has subsequently been made. 


28 


Exhibit I 


Defence Production Revolving Fund 


Statement of Trading Operations 
for the year ended Mareh 31. 1966 


(with comparative figures for the year ended March 31, 1965) 


1966 1965 
Sales at cost — 
PE CEALU AIG COMIDOMCILS rete foe itik Seedit ALT wi cinte tare tate we avatars $ 50,853,624 $ 93,091,984 
Research ano developimentas be. lucene elec tee ee ie Ue sa des 15,933,246 13,048,450 
WAUUCIONS aap ODe alice er stay vie ess vine cele ee sella eal ce senate’ 2,939,593 1,878,591 
SHIDOULCIN DE COMPONENTS Me stow oh oe wie eae attr cee 17,630 (171,042) 
OOOO V See iia a Ca ee ricet es oe ited este Me ew cinta — 75,000 


$ 69,744,093 $107,922,983 


Strategic materials — 


NEN (Oe i yh a dE Oe A Pee or are ea $ 57,929 §$ 34,424 

REC Ol SACS ee ae es ee oe nae Oe eee oe eS dae 54,124 34,034 

TEE PES 10) 10) 8 taped, Ree htae OTR Oya RAL OUD SRO RSE AAT PIC ee 3,805 390 

Interest earned on — 

Parcements OF Sale Of AiClalt. 062 2s eee es ao fee. $453,039 551,372 
Working capital advances for the operation of 

CLOWN OWNCUCDIAME © oe oe et bale eee wei te 19,745 14,434 

472,784 565,806 

476,589 566,196 

Deduct: Warehousing and other expenses — strategic materials.... 8,741 3,531 

PG PHRCOIIC foc Cee Ca hs os wh REG Oa OEE Deb Ree HaeN ee eEE Ke oe $ 467,848 $ 562,665 
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Appendix I 


Summary of changes in 
Equity of Government of Canada Account 
for the year ended Mareh 31, 1966 


IBalaNCOAU ADI fs L900 24 Wee cre ais crcl eis fais ence eae rp istats ele tears $176,192,937 
Add: 
Adjustment to record working capital advances — 
Defence Production Revolving Fund................ $ 22,589,633 
QOueen’s Printer s:advance s4\% 2 caw wien ete on ooh 3,715,578 
26,305,211 


Transfer of assets from other departments and agencies of 
the Government of Canada, and from other govern- 


MUIETES eee POO Seis SEOs epi, «hea tes tees 3,666,545 
Assets acquired from appropriations............2....... 396,469 
Canadian Commercial Corporation — Excess of income 
over expense for the year ended March 31, 1966..... 5 185,859 30,554,084 
206,747,021 
Deduct: 
Transfer of surplus assets to Crown Assets Disposal Cor- 
DOTACION 4 eos, sae at Ns can cee aes ane Sesto eine went 19,416,258 
Transfer’ of assets to other government departments and 
ALENCIES ae ee tes eos ee ene eer oe ities Sila ere sis ae 1,563,667 
Decrease in the working capital advances to Crown Cor- 
DOTAUOUS Oey cit eicte were a aie wie ee, tin ate, linha eseve mite 500,000 
Collections under agreements of sale of land, buildings, 
equipment, etc., transferred to revenue.............. 1,806,298 
IAASSELS:- WILLEN OLE hus cere Sete rk een eae ua tiahiers Bias 481,093 
SULT etre ees uae a le cee ne Gt orig Po gen a als a ws Gel apa a 41,621 23,808,937 
Balance at Vides Ce LOO ence ces tA ants rst eee he ees hae one $182,938,084 
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Defence Production Revolving Fund 


Appendix II 


Analysis of accumulated surplus 


as at Mareh 31, 1966 


(with comparative figures as at March 31, 1965) 


Interest earned on — 
ASTeeMentS. OF Sale OF AaInCralty. vy eis wale oe alas $1,564,304 
Working capital advance for the operation of Crown- 


OTIC Ol abe at, ee ise ee toe atte sols asta ts 34,181 
Proton strategic materials sold.h2.5..5. 2a hes 467,643 
Deduct: Warehousing and other expenses............ 120,730 


Profit on cloth and wool sold — operations completed.... 


Burns as ate Marche5 1, 1966.8 gce3 SE aie ea a 


St 


1966 


$1,598,485 


346,913 
340,894 


$2,286,292 


1965 
$1,111,265 


14,434 
1,125,699 


463,839 
111,988 


351,851 
340,894 


$1,818,444 


Statement of Expenditures for the year 
ended Mareh 31, 1966 


(with comparative figures for the year ended March 31, 1965) 


Vote 1 Departmental Administration (including 1966 transfers of 
$484,667 from Dept. of Transport and $510,769 from Dept. of 
Public Works) 


SHI APIOG PEE eee Atri eee Wain oe Rana ee a Dena eeate aia 
Divine allowances wre. cce a's weer ee cs ees ame 
‘Travelling and Temovalexpenses-cnt te. ee cae 
Office stationery, supplies and equipment................ 
Repairs to office equipment and acquisition of spare parts 
E@lephonesvand telesrains:.. sy ere ee eee ae tere 
Professional atic Speciaservicess.2 en eee eee 
POSTARE i roic sais TS lets ols a Claas, al elat oie Die ioe et eet 
Ereignt, express'andCattager.. 4.0.28 se as ye ten ee 
Rental of buildings and; Works... pues. co cee oe 
Publication of departmental reports and other material.... 
Materialsanvsupplies ic 53:40 sss rine aelesie uc ateeel GeraRaione 
Acquisition or construction of equipment................ 
Repaits and upkeep of eqtlipment...),...6 eles awe in > 
SUNALIES 05 seus Ph cay Gch ah arya cee ain eas bert sere Oe terete 


Vote 5 Establishment of production capacity and for capital assistance 
Capital Account 

PAUIPMeN te uk ey ee ee aie ci mae ee a 

Accountable advances to contractors................ 


Current Account 
Defence Industry modernization................0000 
Establishment of production capacity............... 


Vote 10 Establishment of qualified sources for production of com- 
ponent parts and materials 


CUTTER IA COOUR ier tyre oa oe eee Loree 


Vote 15 Directorate of Printing 
Acministtation or: ¢2 2 cerca yee svete ate etre Aon ene rs ate ae 


Vote 40 Canadian Arsenals Limited 
Adnunistration and operation, 7.06.6 seen ee ee ee 


1966 


$ 15,467,364 
259,383 
498,351 
668,128 
517,401 
335,727 
322,108 

74,961 
159,549 
38,256 
83,281 
24,795 
43,858 
10,463 
59,242 


88,113 
207,526 


18,858,506 


185,990 


2,440,000 


2,625,990 


229,729 


1,494,945 


1965 


$ 13,013,286 
2IS, 195 
430,014 
480,460 
435,907 
286,675 
192,152 

74,692 
148,777 
Pia b ise Vs 
16,234 
8,846 
16,464 
8,874 
37,677 


583,180 
O27 AT 
16,239,497 


326 
75,398 


474,282 
100,000 


650,006 


439,209 


565,642 
335,777 


901,419 


4,476,620 


1966 1965 
Vote 45 Canadian Arsenals Limited 


Construction and improvement $ — $ 3,603 
Pe ce ee et oni oie Saeco wi aces aes 181,317 115,125 
Vote 11E Reimbursement of the Queen’s Printer’s Advance Account 
for value of stores which have become obsolete or unserviceable 44,476 — 
Statutory — Gratuities to families of deceased personnel........... 930 1,990 
pratutory — pxchequer Court Awards: (i.e uiiinases Poe wid cies aie vee 2,290 aay 


23,438,183 22,827,469 


Note: The total 1964-65 expenditure which was shown on the 1965 Annual Report of the 
Department at $24,146,395 has been reduced by $1,318,926 to $22,827,469 in order to reflect, for 
comparative purposes, the following activities transferred to and from other Departments during 
the current year: 


Vote 35 Defence Construction (1951) Limited 
To Department of National Defence............ oo: $2,200,166 


Vote 1 Purchasing and stores personnel 
From Department of Transport................ $ 428,451 ee 
Department of Public Works............. 452,789 881,240 


1,318,926 


Vote 15 Directorate of Printing — expenses ($901,419 in 1964-65) for the current and future 
years form part of the cost of printing and stationery of user Departments for 1965-66. 


Statement of Revenue for the year ended 
Mareh 31. 1966 


(with comparative figures for the year ended March 31, 1965) 


1966 1965 
Non-Tax Revenue 
Retnen.On MVvestMentsS:. o. sits «sic cs soe see sees s $5,537,596: $: 5,593,577 
Pracecds fTOMESOICS 5c occ se ce a ol sieace cn oie Augacin hls asin aleinr 7,439,153 9,865,343 
SREVICES ATIC SEIVICE LCES cs vclclbin cratelo tities sie oa.s s sian ciaimtin& ac 223,168 143,480 
Refunds of previous years’ expenditure............cceeceeees 25.735 14,032 
PRISCOMATICOUS 6 fos coco otek ecg ashe bole 6 at eT eine A ie sila 77,075 27,035 


13,302,727 15,643,467 


—_———. 
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Senior Departmental Personnel 


Minister 

The Honourable C. M. Drury, P.C., C.B.E., D.S.O., Q.C., M.P. 

Executive Assistant to the Minister= 9057.08 +00 ore T. Porteous 
Deputy Minister 
G. W. Hunter 
ASSistant UCDULY AVIINIStCE, PSUDDIY; ane gas ee fie W. H. Huck 
Assistant Deputy Minister, Operations ............... D. B. Mundy 
Assistant eputy «Minister: Finances. .a.us tec, ene R. M. Keith 
Assistant Deputy Minister, Purchasing ............... J.S. Glassford 
Departmental aSccretanyaase.4.c ei ee ee he W. J. Mulock 
DirectorsePersonnels# Branches va... -. see eee H. R. Kotlarsky 
Legale Adviser ccc ested: 1b ane) ee eee oe ee ae te C. S. Stevenson 
SOCUIILY VA CVISET Hane tet tins Py tenia va weet aM eras k. | EA G Gragg 
Supply — Canadian Government Supply Service 

Director-General@Operations )...i0. 9s etn eh nee R. C. D. Laughton 
Director Regional Purehasing ‘Branch +124 eee H. G. Hunt 
Director, Equipment Management Branch ............ K. P. Ellis 
Ditector, No. tosupply.© entre rancher oe tes R. A. Murray 
Director, TraticaManagement blanch aasws. ee cee ae J. G. Whyte 
Director..C ataloguings branche. ae gee oe eu C. E. Adams 
Director, Specifications & Standards Branch ......... D. Wolochow 
Director, Supply Management Branch ............... H. H. Floyd 
Director, Quality Management Branch ............... C. L. Muir 


Purchasing — Canadian Government Purchasing Service 


Director, Aerospace: Branch ge ana a) 0 ea eee W. W. Reid 
Director, Electrical & Electronics Branch ............ S. I. Comach 
Directors aippDulding: branche. 4 0a ce he, W. J. Corrigan 
Acting Director, Armament & Vehicles Branch ........ J. R. Brisson 
Director, General’ hurchasing:sBranchiwaies 2d aeee. D. M. Erskine 
Operations 
Director, International Programs Branch ............. A. D. Belyea 
Director, Project Management Branch ............... R. M. Trites 
Finance 
Director, Planning Control Branch .2.:..::4.... 24). A. R. Bailey 
PPOCtOL WiCIlel alee OUT ACIS oe yea oir eee ie J. W. Long 
Acting Director, Emergency Supply Planning Group .... CC. O. Gervais 
Director, Contract Administration Branch ............ J.J. Tevlin 
OM DtrO er ian = eka cee ta ee en has Maes tam, eee N. R. MacLean 
Canadian Government Printing Bureau 
Gentralé Manager sitar es aa re oe ee C. B. Watt 


Regional Purchasing Offices 


CANADA 
SEMIUUNS INELD. an fe eicck a Room 401, Main Post Office Building, 
Water Street, 
P.O. Box 487. 
TIALIPAXON Steet ea fee Second Floor, Sir John Thompson Building, 
Barrington Street, 
POF Box 1655. 
SAINT JOHN, N.B. ........... Room 408, Sadim Building, 
Canterbury and Duke Streets. 
UEBECH2 FQUERE cave ee ee Gare Maritime Champlain, 
Chemin des Foulons. 
IMIONTEREAE 2 QUE. 0. 2.0: 685 Cathcart Street. 
OETA WAY CNT Geer ene Bye!) 1010 Somerset Street West. 
PORONTOSE ONT. pee ee. Room 1214, Mackenzie Building, 
36 Adelaide Street East. 
MONDONTONT ooo gts ys dice ces 388 Dundas Street, 
P.O. Box 2275 — Terminal “A”. 
WINNIPEG 2, MAN. .......... Room 326, 
344 Edmonton Street. 
BREGINA, FOASK S62 in be on os Room 302, New Post Office Building, 
Cornwall and S. Railway Streets. 
GAT GARY OALTAR gies ne Fits Room 725, Public Building, 
8th Avenue and Ist Street East. 
EDMONTON, ALTA. .......... Room 309, Federal Building, 
107th Street and 99th Ave. 
VANCOUVER DiGi. oo enc gis c's Harry Stevens Building, 
125E, 10th Avenue. 
HCTORIAN IS Ce ken ni ens ty d Room 318, Canada Customs House, 


816 Government Street. 


OVERSEAS 


LONDON, ENGLAND .......... Canadian Department of Defence Production, 
1 Grosvenor Square, 
London W.1., England. 
PARISSRERANCE 4 tees fe et. Canadian Department of Defence Production, 
1, rue Chanez, 
Paris 16e, France. 
KOBLENZ, GERMANY ......... Canadian Department of Defence Production, 
54 Koblentz-Pfaffendorf, 
Emserstrasse 21, Germany. 
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Foreign Field Offices 
INTERNATIONAL PROGRAMS BRANCH 


LONDON, W.1., ENGLAND ...... 


PARIS SE;(HRANCE Gane ti: 


PARIS 16E, FP RANCE4.p eee 


BONN; GERMANY |; 24 0h ken 


ROME, ITALY 


WASHINGTON, D.C., U.S.A. .... 


BosTON, Mass., U.S.A. ....... 


DAYTON, Ont0, U.S.A. ....... 


DETROIT MICH, -U;StAs 44 eae 


Los ANGELES, CALIF., U.S.A. .. 


Canadian Department of Defence Production, 
Macdonald House, 
No. 1 Grosvenor Square. 


Department of Defence Production, 
Ambassade du Canada, 
35 Avenue Montaigne. 


Department of Defence Production, 
Canadian Delegation to the North 
Atlantic Council, 

OTAN-NATO, 
Port Dauphine. 


Department of Defence Production, 
c/o Canadian Embassy, 
Zitelmannstrasse 22, 

Bonn, Germany. 


Department of Defence Production, 
Ambasciata del Canada, 
Via G.B. de Rossi 27, 
Rome, Italy. 


Canadian Joint Staff Bldg., 
2450 Massachusetts Ave., 
P.O. Box 4897, 

Cleveland Park Station, 
Washington 8, D.C., U.S.A. 


Canadian Department of Defence Production, 
c/o L. G. Hanscom Field, 
Bedford, Mass. 01731, U.S.A. 


MCL/DDP, 
Wright — Patterson Air Force Base, 
Dayton, Ohio 45433, U.S.A. 


Canadian Department of Defence Production, 
c/o Michigan Army Missile Plant, 
38111 Van Dyke Ave., 
Warren, Mich., 48090, U.S.A. 


Canadian Department of Defence Production, 
Defence Contract Administration, 
Services District, 
55 South Grand Ave., 
Pasadena, Calif., 91109, U.S.A. 
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PHILADELPHIA, PA., U.S.A. ... . Canadian Department of Defence Production, 
US Army Electronics Support, 
Command/Det A, 
ATTN: SELSC/P-CD 
225 South Eighteenth, 
Philadelphia, Pa., 19103, U.S.A. 


ST. Louis, Mo., U.S.A. .......Canadian Department of Defence Production, 
AVCOM, 
P.O. Box 209, Main Street, 
St. Louis, Mo., 63166, U.S.A. 


oY 


Crown Companies Associated with the 
Department of Defence Production 


Canadian Arsenals Limited 


President ~£) Ga.-4 oe' bo hee ee ees Rie J. R. Brisson 
Wice- President. A: te. le Ae ee ed seen ee sae G. W. Hunter 


Canadian Commercial Corporation 


President: —.) 4h 4 eVGA ers eke aus bw A. D. Belyea 
pecretaryeand? Lecal Ad ViSen eewsna ee et ee ee C. S. Stevenson 
Comptroller weer At. en eae ee N. R. MacLean 


Crown Assets Disposal Corporation 


President <, Gcenetal Manager ea ee, oe Louis Richard 

NV ICE PReSIC Cites as ue omt ey Aen ne ky einen oS ae G. W. Hunter 
Assistant, Caeneraly Nl an aveiiy suena eee ee I. M. Mackinnon 
Secretary. andueeva iC OUNSCL: es a ee ety 2 R. LaPrairie 


Polymer Corporation Limited 


President and Managing Director ............... E. R. Rowzee 
IWICE-President cur wat: oan caterer eet tee. ee aoe eee E. J. Buckler 
NWice-President ya. aera ee eee ee as L. D. Dougan 
WACESRTesICe nie on tacus hy ta ee nee me ans een ah R. E. Hatch 
Wice-Eresident & yee. aye ne Ps Mie gereG ahs, I. C. Rush 

WV ICE-PTeSIGenth.. Sn ky tere a eee narrate eal A S. Wilk 
EECASUTCTS Gutta an fae tan Aree ON ert PRR tL oe G. Bracewell 
Secretary-and @miet Legal -Omcer ies teens ei eee W. J. Dyke 
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Hon. C. M. DRURY, P.C., C.B.E., D.S.O., Q.C., M.P., Minister 
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ROGER DUHAMEL, F.RS.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1968 


To His Excellency The Right Honourable Roland Michener, C.C., 
Governor General and Commander-in-Chief of Canada. 


March 25, 1968. 
MAY IT PLEASE YOUR EXCELLENCY: 


I have the honour to submit to your Excellency the Report of the 
Department of Defence Production for the calendar year 1967. 


A summary of the operations and services rendered by this Depart- 
ment, under their respective headings, is laid before your Excellency. 


Respectfully submitted, 


> 


Minister of Defence Production. 
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The Honourable C. M. Drury, P.C., C.B.E., D.S.O., 0.C., M.P., 
Minister of Defence Production, 
Ottawa, Ontario. 


March 25, 1968. 


Dear Sir: 


I have the honour’to submit the Report of the Department of 
Defence Production, which covers the operations and services rendered 
during the calendar year 1967. 


Yours faithfully, 


pa 


Deputy Minister. 
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1967 Departmental Highlights 


Purchasing responsibilities of eighteen departments have now 
been transferred to Defence Production. Contracts for 
External Aid placed in 1967 worth $29 million. 


Procurements successfully completed for the ten Expo 
theme pavilions, confederation train and caravans, 
and historical uniforms for the Armed Forces 
Military Tattoo. 


Canadian Government Purchasing Service contracts 
and contract amendments valued at $1,096,575,000. 


9,000 contracts worth $34 million were processed by 
the Expo Regional Office over a three year period. 


Production commitments for Canada’s Surveillance 
Drone secured from the Federal Republic of Germany 
and Great Britain. 


Negotiations completed for 105 NF-5 aircraft to be 
supplied to the Royal Netherlands Air Force. 


Regional purchasing offices at home or abroad placed 
156,000 contracts totalling $128.5 million, a 30% 
increase over 1966. 


$3 million in contracts for Dominion Coal Board’s 
modernization of Cape Breton Collieries awarded. 


Role of the Department 


The original role of the Department of Defence Production, which was estab- 
lished in 1951 under the provisions of the Defence Production Act, encompassed 
both procurement and the organization, mobilization and conservation of the 
resources of Canada to meet current and prospective needs of the defence program. 
This role has altered significantly since that time. 


In 1963 the Department was designated as the central purchasing agency 
for the Federal Government as a whole to serve all departments, both civil and 
military, and was also directed to enter the area of civil supply. More recently, 
certain responsibilities related to the defence industry base have been transferred 
to the Department of Industry. 


The main role of the Department therefore, has now, in line with the Gov- 
ernment’s intent, become that of a common service agency in the purchasing and 
supply area as reflected by the creation within the Department of the Canadian 
Government Purchasing Service and the Canadian Government Supply Service. 


In addition to the common service role, the Department carries responsibilities 
in the area of international trade of military equipment. In view of the increasingly 
higher costs of developing and producing modern military equipment, NATO allies 
and other friendly countries have generally adopted a policy of co-operation in 
weapon development replacing earlier unilateral endeavours. Such bilateral and 
multilateral arrangements are primarily intended to replace the waste of duplication 
with the real savings of co-operation. The Department of Defence Production, in 
its efforts to ensure that the Canadian Armed Forces is provided with the most 
modern equipment at the least cost, has sought to take advantage of co-operative 
arrangements with allied countries through selective participation in major defence 
development and production programs. 


In its present role, the Department is also responsible for undertaking 
measures to encourage the development and production in Canada of defence 
equipment to.meet the needs of allied and other friendly countries. This is being 
done in order to offset the effect on our balance of international payments resulting 
from substantial purchases of defence equipment abroad for our Armed Forces 
and to maintain an industrial defence base in Canada at an adequate and competi- 
tive level of technological sophistication. 


These measures include defence industrial research, development, procure- 
ment, and production sharing with the United States and other members of 
NATO, and with other friendly countries. They also include the purchasing in 
Canada of goods and services required by foreign governments under a variety 
of international agreements. 


The Minister in his capacity as Minister of Defence Production also reports 
to Parliament for the following Crown corporations: Canadian Commercial 
Corporation, Canadian Arsenals Limited, Crown Assets Disposal Corporation 
and the Polymer Corporation Limited. Each of these organizations issues its own 
annua! report as does the Canadian Government Printing Bureau, which reports 
to the Minister through the Deputy Minister of Defence Production. 
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Material Management Program 


During 1967 the Canadian Government Supply Service (CGSS) further 
developed material management techniques and systems for the consolidation 
of specific commodities for government departments and agencies. 


Supply Planning and Control 


The Supply Planning and Control Branch, under the direction of the 
Assistant Deputy Minister (Supply) is responsible for planning and implementing 
a supply system for all civil government departments and, in conjunction with 
the Department of National Defence and the Canadian Government Purchasing 
Service, for developing an integrated federal purchasing and supply system. 


Director-General Operations 


The Director-General Operations is responsible for the Regional Purchasing 
Branch, the CGSS Repair Division and No. 1 Supply Centre. During 1967 the 
organization continued to develop and improve field facilities to cope with the ex- 
panding responsibilities of the Canadian Government Supply Service. The volume 
of activity progressively increased in the areas of regional purchasing, ware- 
housing and repair. 


Regional Purchasing 


Regional Purchasing offices are located across Canada and at London, 
England and Koblenz, Germany. A total of 155,883 contractual documents with 
an aggregate value of approximately $128.5 million were placed during 1967, an 
increase of some 30 per cent over 1966. During the same period CGSS regional 
purchasing offices provided regional procurement services to meet the local 
needs of the Department of National Defence and 18 civil departments and 
agencies. This service was expanded during the year to include the Departments 
of Trade and Commerce, Fisheries, National Revenue, Labour and Justice, as well 
as the Dominion Bureau of Statistics. | 

The Expo ’67 component of the Montreal regional purchasing office placed 
9,000 contracts with a total value of $34,201,300 from the time of its inception 
in 1964 until it closed in December, 1967. More than $20 million of these 
purchases were made in 1967. 


No. 1 Supply Centre—Capital Region 


The No. 1 Supply Centre issued a total of 628,869 line items to government 
departments and agencies during the year. These articles had a valuation of ap- 
proximately $14 million and the activity represents an increase of 26 per cent 
over 1966 in the number of line item transactions. 

Warehousing service was provided to the Centennial Commission for the 
temporary storage and movement of supplies required to discharge its role in 
Canada’s Centennial celebrations. During the year the Supply Centre completed 
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a major re-warehousing of all bulk stores operated for the Queen’s Publisher. 
In addition, a stocktaking involving approximately 54,000 items was undertaken 
as a means of improving the management and accounting of these stocks. 


C688 Repair 


The CGSS Repair Division performs technical evaluation, maintenance and 
repair and overhaul on office equipment, machines and office furniture used by the 
Federal Government. This involves providing maintenance for approximately 
150,000 pieces of office equipment valued at $50 million, and the repair, where 
required, of a wide range of furniture worth over $40 million. 

Service operations are conducted from seven regional repair offices located 
across Canada and, during the year, 145,500 items of equipment received at- 
tention. Of this number some 42,000 items were serviced by commercial vendors 
for a total contractual value of $560,000. Contracts totalling $132,000 were 
placed with industry for the repair of conventional office furniture and other 
items such as Post Office security safes, air circulating fans, indexing equipment 
and filing cabinets. 


Cataloguing 


The Cataloguing Branch, during 1967, continued with its program to identify 
and catalogue stock items in a number of departments in preparation for pur- 
chasing and supply consolidation. During the year, 10,000 purchase descriptions 
were produced and distributed in support of purchasing activities. A total of 21 
catalogues embracing a wide range of items were printed and distributed. Codifica- 
tion assistance was provided to Canadian manufacturers holding NATO con- 
tracts for defence materiel. 


Quality Management 


This branch carried out the quality management of furniture and stationery, 
the administration of the National Credit Card System for Government motor 
vehicles and provided technical advice on motor vehicle fleet operations to 
federal departments and agencies. 

Special projects completed during the year included technical and economic 
studies, the co-ordination of an extensive user trial relating to the introduction 
of modular furniture into Government use, and the development of a plan for 
the management of the Government’s fleet of motor vehicles. 


Specifications and Standards 


The Specifications and Standards Branch, which also serves as the Secretariat 
of the Canadian Government Specifications Board, issued 152 new and revised 
standards and 118 amendments to update existing standards during 1967. Included 
were provisional standards for modular shelving for lateral open shelf filing 
systems, standards for studded tires, an amendment to permit the use of particle 
board in the construction of office furniture, and a revision of the criteria for 
passenger car tubeless tires. 
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Work on motor vehicle safety continued and two new standards were issued. 
The Branch also contributed to the development of Federal Government policy 
concerning mandatory safety requirements as part of a general government 
responsibility for motor vehicle safety. 


Supply Management 


The Branch took preliminary steps in the implementation of a commodity 
management concept by appointing a Commodity Manager—Furniture, who 
initially will co-ordinate the introduction of modular furniture and steel shelf 
filing and who will ensure the compatibility of conventional government furniture 
standards with current production practices. 


The introduction of improved operating and inventory management systems 
resulted in an improved customer service which will enable the CGSS to continue 
with the consolidation of supply services for civil departments. 


The Branch achieved considerable progress in the development of a modern 
materials handling system for No. 1 Supply Centre. Consumer stores and Produc- 
tion Assets, managed by the CGSS in Toronto and formerly separately located, 
were moved to a single site to enable more economic and effective management. 


Data processing services were provided for all elements, in addition to carry- 
ing out stock control, accounting, and related functions for the CGSS. 


Traffic Management 


During 1967, the Traffic Management Branch was involved in the following 
major services for government departments and agencies: 


a. The Hotel Reservation Service that was set up to handle government 
requirements for hotel rooms in Montreal during Expo ’67 booked a 
total of 19,879 hotel reservations. 


b. The Guaranteed Hotel Rate Program was expanded and reduced rates 
are now available for federal government employees travelling on official 
business at more than 500 hotels and motels throughout Canada and 
the United States. 


c. A Central Travel Service was developed to make carrier and hotel 
reservations and to provide tickets, itineraries and travel information 
for all civil departments located in the Ottawa area. 


d. The pilot project of a centralized freight audit system was established. 
Although it is in its initial stages, substantial financial recoveries from 
civilian transportation companies have already been realized. 


e. The analysis by the Traffic Audit Section of the transportation elements 
of contracts prior to award resulted in a considerable reduction in the 
overall cost of materiel for the Department and its customers. 


f. On behalf of the Canadian Commercial Corporation, the Branch 
managed the shipment of nearly 300,000 tons of materiel valued at more 
than $41 million for foreign governments and for aid programs. 
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Regional Purchasing Offices 


CANADA 
STUJOHN S.INELD.. 2.00 ute Room 408, Main Post Office Building, 
Water Street, 
P.O. Box 487. 
PLIATIPRIOTIN SS. oe eae Second Floor, Sir John Thompson Building, 
Barrington Street, 
P.O. Box 1655. 
SAINT. JOHN; NeBrvctics cc hee tee Room 408, Sadim Building, 
Canterbury and Duke Streets. 
QUEBEC OUR, Fe aie Gare Maritime Champlain, 
Chemin des Foulons. 
MONTREAL 18, QUE...........0..600084 1441 St. Urbain Street. 
OTTAWAAONT cain 1010 Somerset Street West. 
TORONTONIWONT. STG ae Room 1214, Mackenzie Building, 


36 Adelaide Street East. 


LONDON, (ONT A Petit eee 388 Dundas Street, 
P.O. Box 2275—Terminal “A” 


WINNIPEG 2, MAN...........00..::0000 Room 326, 
344 Edmonton Street. 


REGINA“ SASK figs, tact sew e Room 302, New Post Office Building, 
Cornwall and S. Railway Streets. 


GAUGARY; ALTA a ee... Room 725, Public Building, 
8th Avenue and Ist Street East. 


EDMONTON, ALTA#H 3. ond eens Room 308, Federal Building, 
107th Street and 99th Ave. 


VANCOUVER:® BIG. 2 Ce Harry Stevens Building, 
125E, 10th Avenue. 


VICTORIA.) B- Giver ote ade, 5 vet Room 318, Canada Customs House, 
816 Government Street. 
OVERSEAS 


LONDON, ENGLAND...........:..:::088 Canadian Department of Defence Production, 
1 Grosvenor Square. 
London W.1., England. 


KOBLENZ, GERMANY..........0000..000. Canadian Department of Defence Production, 
5400 Koblenz /Germany, 
Postfach 566. 
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Canadian Government Purchasing Service 


The Canadian Government Purchasing Service (CGPS), established in Oc- 
tober 1967, groups together the purchasing and support branches that perform 
central buying for the Government. The Purchasing Branches (Aerospace, Elec- 
trical and Electronics, Armament and Vehicles, Shipbuilding and General Pur- 
chasing) report to the Assistant Deputy Minister (Purchasing), and the support 
branches (Contract Administration, Purchase Research, Contract Analysis and 
Legal) report to the Director General, Contracts. 


The program for purchase consolidation, which started in 1965 as a 
result of recommendations of the Royal Commission on Government Organiza- 
tion, is well underway. The Department has now assumed buying responsibilities 
for 18 departments and agencies involving purchases representing nearly 50 per 
cent of the total annual civilian volume anticipated when the purchase consoli- 
dation program is completed in the early 1970's. 


The increased and varied workload resulting from the purchase consolida- 
tion program and the simultaneous development of an integrated logistics system 
by the Armed Forces, has introduced a need to improve and modernize the pur- 
chasing procedures of the Department. A thorough study of the current purchasing 
operation was carried out by consultants during 1967 and a program for the 
introduction of improvements and modern data processing methods was started 
in the latter part of the year. 


Contracting Activity 


During 1967, contracts and contract amendments issued by the Purchasing 
Service, had a total value of $1,096,575,000. Table 1 below shows the break- 
down of this total value by source of requirement. Table 2 shows the expenditures 
against contracts. 

Table 1—Net Value of Contracts 


Sources for which Contracts Issued 1965 1966 1967 
$000 $000 $000 
Menartmentwot National Velen Ce eee ued seas: 473,534 710,838 595,124 
Department of Defence Production Votes in Support of 
Mefence), Ladustry-+ BHAA es eed kbc mince abides been sacs 1,463 8,156 6,970 
Federal Civil Departments and Agencies ..............::ccceceeeteeees 56,610 90,365 110,389 
OEE FETED ESC PS gi vel BaP 00 8 ue Cen a ees ere ee ern 19,650 35,421 29,025 
PGreigts - GOVErse Mts a nceectecs< eossetontived obsbae senereanteeemh caus 162,157 186,068 355,067 
4 Peg Coe ee ee ee ler IS Se ee: eo eee ee oe $ 713,414 $1,030,848 $1,096,575 


The value of contracts issued against Department of Defence Production 
Votes in 1967 decreased due to the transfer of Vote 5, Defence Industry 
Modernization, to the Department of Industry on April 1, 1967. 


Contracts issued in 1967 by the Regional Purchasing Offices of the Department had a total 
value of $128,589,000 and are included in the above statistics. 
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Table 2—Expenditures Against Contracts 


Sources Paying the Contracts 1965 1966 1967 
$000 $000 $000 
Department..of, National.-.Defenée + x) /:)..-.iasa%. ib <asnheos foethee <b eatieee 462,732 483,657 499,575 
Department of Defence Production Votes in Support of 
RIOT RRCE LO CUSEEY 2 or ot oh sae i ee asain Tron Leen re, aid 1,656 4,882 6,008 
Federal Civil Departments and Agencies ..............ccccccccceseceeeceeeeee 42,773* 86,762* 106,904* 
Canagian | External: Age! cos aes oy Hee eae ae re, dearer at 13,826 36,027 37,669 
Foreten-Governmients-42-46...4. eh. Se ee eee 107,847 148,850 185,553 
OA pete hak aly) cad Bae pais Neri HM oth Wien el Mek ee ie la $ 628,834 $ 760,177 $ 835,709 


*Expenditures against Federal Civil Departments and agencies are estimated. 


Department of National Defence 


Contracts issued on behalf of the Department of National Defence had a 
net value of $595,124,000, which represents 54 per cent of the total net value 
of all contracts issued. This compares with 69 per cent in 1966. 


Production continued at Canadair of the CF-5 aircraft for the Canadian 
Armed Forces. Delivery of the first aircraft, originally scheduled for late 1967, 
was made in February, 1968 with delivery of the 115 aircraft to be completed 
in late 1970. Contracts were issued during 1967 for avionics, armament and 
other government supplied equipment for installation in the CF-5. Four 
additional Lockheed C-130E aircraft were also ordered for delivery in 1968. 


Deliveries of CHSS-2 helicopters to the Canadian Armed Forces continued 
during 1967 and is scheduled for completion in 1968. A contract was negotiated 
with Bell Aerospace for the supply of 10 CUH-1H helicopters with delivery to 
commence in 1968. Initial delivery of the 15 De Havilland of Canada CF-115 
Buffalo Aircraft which were ordered has been made and the balance will be 
delivered during 1968. 


About 200 contracts were issued for the repair and overhaul of aerospace 
equipment (aircraft, engines and accessories) and related services. These were 
distributed among 46 contractors in Canada, three in Great Britain, one in the 
United States, one in Germany and one in India. 


Extensive procurement of communications equipment continued during the 
year and a major study of communication services and facilities of the Armed 
Forces was undertaken to provide a comprehensive plan for future improvements. 
Construction of the third Canadian satellite ISIS “A” is proceeding to meet the 
scheduled launching late in 1968. 


Procurement continued for the supply of machinery and equipment to be 
fitted in the DDH 280 and class Destroyer Escorts. Contracts issued during the 
year included such items as the variable depth sonar, air conditioning, heating and 
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ventilating systems and naval guns. The second of three Oberon class submarines 
being purchased from Great Britain was delivered in 1967 and delivery of the 
third is scheduled for July 1968. Construction of the two operational support 
ships proceeded on schedule with delivery forecasted in June and November of 
1969. These two ships will improve Canada’s anti-submarine warfare capability 
by enabling warships to remain at sea for much longer periods. 

An innovation in contracting for ship repairs in 1967 was the combining 
of two major refits at one shipyard at the same time, which resulted in significant 
cost savings. 


A program to replace military jeeps was initiated with a Canadian manu- 
facturer being awarded a contract for 800 vehicles. 


Planning for the procurement of a new uniform for male personnel of the 
Armed Forces proceeded during the year and a production plan was developed. 
In addition, a design and development project for uniforms for female personnel 
was initiated. A request sent to 600 designers resulted in the submission of 33 
designs for this uniform. Prototype uniforms and accessories were produced by 
the 9 selected designers and these are now under consideration. 


Foreign Governments 


Prime contracts for defence requirements issued on behalf of foreign gov- 
ernments totalled $355 million. 


Negotiations were completed for the production of 105 NF-5 aircraft for 
delivery to the Netherlands and contracts were awarded for much of the avionics 
and armament equipment for these aircraft. The NF-5 is a modified version of the 
CF-5 aircraft being purchased for the Canadian Armed Forces. Delivery to the 
Netherlands will begin early in 1969 and is expected to be completed in 1971. 

Contracts were issued on behalf of various foreign governments for electronic 
equipment developed in Canada such as Tactical Radio Relay Equipment, sit 
plexers, Doppler Navigation, and Crash Position Indicators. 

A contract valued at approximately $6 million was awarded for 46 XM-571 
Dynatrac Vehicles, for delivery to the United States Army. This is a military 
- personnel carrier, developed and manufactured in Canada. 

A major contract in the shipbuilding area was received from the United 
States Navy for fabricated steel flight deck sections for the conversion of the air- 
craft carrier, the U.S.S. Midway. The initial contract was valued at $3.3 mifhon 
with additional work estimated at $5 million to be negotiated. 

Canada continued to supply anti-submarine projectiles to both Great Britain 
and the Netherlands. An order was received from Great Britain for the supply 
of Canadian designed anti-personnel mines. 


Civil Departments and Agencies 


Contracts issued on behalf of civil government departments and agencies, 
including the External Aid Office, had a net value of $139,414,000 in 1967. This 
represented 12.7 per cent of the year’s total contracting activity. 
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Contracts awarded on behalf of the External Aid Office totalled $29,025,000 
and covered a wide range of commodities such as various food items, printing 
equipment, polio vaccines, dump and tractor trailer trucks and custom designed 
mechanical/electrical installations. 


Negotiations continued in connection with government advertising and this 
activity, combined with further consolidation of requirements, resulted in cost 
reductions of about $200,000. Rates were negotiated for the provision of Com- 
missionaire Services at government buildings across Canada at a total cost of 
over $13 million. 


Two Tidal and Current Survey Vessels and an Oceanographic Survey Vessel 
were delivered to the Department of Energy, Mines and Resources during 1967. 
A Limnographic Research Vessel is currently being constructed for delivery in 
mid-1968. 


Contracts valued at about $3 million were issued on behalf of the Dominion 
Coal Board and the Cape Breton Development Corporation for coal mining 
equipment to modernize the Cape Breton Collieries. 


Motor vehicle procurement continued to increase with a total of almost 
$5 million in 1967. The purchase of pharmaceuticals, laboratory and photographic 
supplies and equipment on behalf of civil departments totalled approximately 
$6 million. 

Other civilian requirements of interest purchased during the year included 
language laboratories and a new design of modular furniture and shelving for use 
in government offices. 


Centennial Year 


Contracting for Canada’s Centennial celebrations constituted an important 
activity during 1967. Procurement was successfully completed for all of the 
displays for the EXPO ’67 theme “Man and His World”, which were contained 
in the ten theme pavilions. Contractual arrangements were made for leasing and 
operation of the Confederation Train and Caravans and the operation Heads 
of States Trains. Design assistance and procurement of equipment for the Con- 
federation Train and Caravans was carried out and final deliveries of the many 
historical uniforms required for the Armed Forces Military Tattoo were made 
early in the year. 


During the year contracts were awarded by the Department for such items 
as flags, trophies, medals, and fireworks displays. 
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International Programs 


The International Programs Branch is responsible for the management and 
administration support of the Canadian Commercial Corporation, the overall 
market development and management with respect to foreign procurement of 
Canadian defence products and for the establishment of co-operative defence 
industrial research, development and production arrangements with Canada’s 
allies. Support in these activities is furnished by specialists located in the United 
States, Great Britain, France, West Germany, Italy and by the Canadian Delega- 
tion to the North Atlantic Council. The administration of the programs for the 
defence industry modernization and defence equipment development was trans- 
ferred to the Department of Industry during 1967. 


Canadian Commercial Corporation 


The operations of the Canadian Commercial Corporation are closely in- 
tegrated with those of the Department of Defence Production. However, it retains 
its corporate identity under its President who serves also as the Director of the 
department’s International Programs Branch. : 

During 1967, the total dollar value of business received by the Corporation 
from other governments, international agencies and departments of the Govern- 
ment of Canada amounted to $305 million, representing an increase of ap- 
proximately $95 million over the previous year. 


Canada-United States Defence Development and Production 
Sharing Program 


Established in 1959, this program is designed to permit the most economical 
and efficient utilization of the North American defence industrial base. The program 
provides for the joint development and the reciprocal procurement of items of 
mutual defence interest on a balanced basis between both countries. A wide 
range of defence items are covered by the program, but excludes off-the-shelf 
general supplies, construction, basic raw material, fuels and lubricants, and special 
services. - 

United States contracts placed in Canada under the program during the year 
were valued at $307.7 million. Canadian defence purchases from the United 
States under the program during 1967 reached $293.8 million. The total value 
of the United States procurement in Canada since the inception of the program 
amounts to $1798.9 million and the total of Canadian procurement in the United 
States since the start of the program amounts to $1608.0 million. The cumulative 
balance in Canada’s favour at the end of 1967 was $190.9 million. 


Overseas Programs 


During 1967, the Department continued its efforts to establish co-operative | 
defence development and production programs with Canada’s NATO partners _ 
and other friendly countries. Through a series of briefings, missions and in-. 
dustrial tours the special technological skills of Canadian defence industries have’ 
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CANADA-U.S. DEFENCE PRODUCTION 
SHARING PROGRAM (1962-1967) 


U.S. procurement in Canada 


1 ated Canadian procurement in U.S. 


Millions of dollars (Canada) 
150 200 250 


200 250 300 
Millions of dollars (Canada) 


CHART 1 
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been brought to the attention of these countries as a basis for possible collaborative 
programs. The most significant result of these efforts was the conclusion of an 
agreement for a co-operative program with the Netherlands for the production of , 
NF5 fighter aircraft in Canada for the Royal Netherlands Air Force. : 

Contracts placed in Canada during 1967 by or on behalf of overseas defence 
agencies for military requirements, totalled $133.5 million in value. 


NATO Infrastructure 


The continued efforts of the Department to encourage Canadian industry 
participation in the NATO common infrastructure and other NATO programs 
resulted in the award of contracts valued at approximately twelve million dollars 
to Canadian firms in 1967. 
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CANADA — OVERSEAS DEFENCE TRADE (1962-1967) 


Overseas procurement in Canada 


bee! Canadian procurement overseas 


Millions of dollars (Canada) 
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Foreign Field Offices 


INTERNATIONAL PROGRAMS BRANCH 


LONDON, W.1., ENGLAND.......... Canadian Department of Defence Production, 
Macdonald House, 
No. 1 Grosvenor Square 

PARIS 8EME, FRANCE............0:066 Department of Defence Production, 
Ambassade du Canada, 
35 Avenue Montzigne. 


BRUSSELS 4. BELGIUM. « eccdtovies ss: Department of Defence Production, 
Canadian Delegation to the North Atlantic 
Council, 
OTAN-NATO, Brussels 39. 

BONN] GERMANY) oc 5555 ccctesstenthen! Department of Defence Production, 


c/o Canadian Embassy, 
Zitelmannstrasse 22, 
Bonn, Germany. 
FROME UEA LN cratiagk. cave Gane. Aun, oh Department of Defence Production, 
Ambasciata del Canada, 
Via G.B. de Rossi 27, 
Rome, Italy. 
~ WASHINGTON, D.C., U.S.A......... Canadian Joint Staff Bldg., 
2450 Massachusetts Ave., 
P.O. Box 4897, 
Cleveland Park Station, 
Washington, D.C. 20008, U.S.A. 
BosTon, Mass., U.S.A.............. Canadian Department of Defence Production, 
ESKZ, STOP #34 
L. G. Hanscom Field, 
Bedford, Mass. 01731, U.S.A. 
DAYTON, OHIO, U.S.A............... MCL/DDP, 
Wright—Patterson Air Force Base, 
Ohio 45433, U.S.A. 
Detrorr, Micu., U.S.A............. Canadian Department of Defence Production, 
c/o Michigan Army Missile Plant, 
38111 Van Dyke Ave., 
Warren, Mich., 48090, U.S.A. 
Los ANGELES, CALIF., U.S.A.....Canadian Department of Defence Production, 
Defence Contract Administration, 
Services District, | 
125 South Grand Ave., 
Pasadena, Calif., 91109, U.S.A. 
PHILADELPHIA, Pa., U.S.A......... Canadian Department of Defence Production, 
US Army Electronics Command, 
ATTIN: SELSC /P-CD 
225 South Eighteenth, 
Philadelphia, Pa., 19103, U.S.A. 


23 


Project Management 


The Project Management Branch is responsible for the management of the 
procurement of major defence equipment and for the development and production 
of new defence systems to meet the requirements of Canada and allied countries. 
A system of single office project management is used wherein a single officer is 
assigned authority and responsibility for the successful management of all aspects 
of implementing an individual project. 


During 1967, project management was applied to the following major 
programs: 

DDH 280 and Class Destroyer Escorts to be built for the Canadian 
Armed Forces. The tenders for ship construction closed in December, 1967, 
and the proposals from the Canadian Shipbuilding Industry are under evalua- 
tion. 

CF5/NFS5 close support Aircraft being produced for the Royal Nether- 
Jands Air Force and the Canadian Armed Forces. A firm requirement for 
the production of 105 Aircraft was received from the Royal Netherlands Air 
Force in 1967. 

The FHE 400 oceangoing Hydrofoil Ship. Following repair of the 
November 1966 fire damage, development is continuing and the ship launch 
is now scheduled for late 1968. 

The Surveillance Drone System AN/USD501 where development and 
testing is nearing completion. Firm production commitments have been 
received from the Federal Republic of Germany, Great Britain and the 
Canadian Armed Forces. 


Canadian Sea Sparrow Defence System for the DDH 280 and Class 
Destroyer Escorts and the Operational Support Ships. A contract has been 
awarded for the development, fabrication, installation and test of a prototype 
close range surface to air missile system. 


The Meteorological Rocket project. Contracts have been placed for the 
exploratory development phase involving two simple, low cost, reliable 
rocket vehicles. 

Sound Ranging project. Service testing of the equipment was con- 
ducted during 1967 and development of equipment to locate enemy artillery 
is continuing. 

Work on the development of the OT 4 Gas Turbine engine and the Peris- 
copter unmanned elevated sensor system was discontinued during the year as it 
became evident that the basic objectives of these programs could not be achieved. 
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Ottawa, July 17, 1967. 


The Honourable C. M. Drury, 
Minister of Defence Production, 
Ottawa. 


Sir, 


I have examined the Statement of Assets and Liabilities of the Department of 
Defence Production as at March 31, 1967 which includes capital and other assets 
acquired through the medium of parliamentary appropriations for which the De- 
partment is accountable. My examination included a general review of the accounting 
procedures and such tests of the accounting records and other supporting evidence 
as I considered necessary in the circumstances. 


In accordance with established government practice, all assets are carried at 
cost, no provision having been made for known diminution in value of the clothing 
and footwear or for depreciation of the capital assets. 


In my opinion, subject to the foregoing, the accompanying Statement of Assets 
and Liabilities presents fairly the financial position of the Department as at March 
31, 1967 in accordance with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 


Yours faithfully, 


A. M. HENDERSON, 
Auditor General of Canada. 
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Department of Defence Production 


Notes to the Statement of Assets and 
Liabilities at March 31, 1967 


1. As the Minister of Defence Production is responsible for the operations of— 
Polymer Corporation Limited, 
Canadian Arsenals Limited 
Crown Assets Disposal Corporation and 
Canadian Commercial Corporation 


the recorded investments of the Crown in these Corporations are reflected in the 
Accounts of the Department. 

In addition to the recorded investments in these Corporations the Crown has 
equity, which has not been recorded in the Accounts 

—of $70,318,823 in the retained earnings of Polymer Corporation Limited 
and its subsidiaries at December 31, 1966, an increase of $4,074,197 for the 
year ended on that date; 

—of $7,398,163 in Crown Assets Disposal Corporation at March 31, 1967, 
comprising $100,000 in retained earnings in the General Account, and 
$7,298,163 in the Agency Account relating mainly to accounts receivable 
under long-term interest-bearing sales agreements, an increase of $2,275,293 
for the year ended on that date; and 

—of $397,123 in Canadian Commercial Corporation at March 31, 1967 
comprising $173,752 unrealized profits on U.S. exchange and $223,371 
Reserve for Contingencies, an increase of $33,969 for the year ended on 
that date. 


2. In addition to the fixed assets shown on the Statement of Assets and Li- 
abilities, the Department is responsible for production tooling, dies and jigs costing 
$184,590,987 located in warehouses and contractors’ plants, title to which is vested 
in the Crown. 


3. A Crown-owned plant is presently being operated, on behalf of the Derart- 
ment, by a commercial company. The Crown’s share of losses on operations to March 
17, 1967, estimated to be $100,000, is not reflected in this statement. 


4, An action for the recovery of $2 million from the Department of Defence 
Production for patent infringements has been filed with the Exchequer Court of 
Canada. Of this amount approximately $1.6 million relates to purchases made by the 
Canadian Commercial Corporation on behalf of its customers. Departmental legal 
officers are of the opinion that the action can be successfully defended. 
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Department of Defence Production 


Summary of changes in 


Equity of Government of Canada Account 


for the year ended Mareh 31, 1967 


Balancoatza prt 1966.0, eck ee Cee ae ere ene 
Add: 
Increases in working capital ADVANCES) .<.<...2 cacricsccunscsntePaecosnsereceis $14,487,669 
Assets transferred from other departments and agencies of the 
Government.of Canada. vrae"%.. 20044..dth eerne  ee ek. beucgy 4,841,273 
ASSIS ACCIITE FrOMl APDLOPTIATIONS 415 asc. od otha gic ie 582,052 
oe, OORT AS a COED RE SAN pe sei MN Maire ak SMa Rik Ne yA 56,931 
Deduct: 
Surplus assets transferred to Crown Assets Disposal Corporation 28,764,390 
Assets transferred to other government departments and agencies 534,588 
Collections under long-term agreements. .............0ccccccccceccesecescesceceees 1,219,144 
Assets ritteit Offs. JO AITO ot. LRRAISS, Foes. SO ad 363 , 393 
SeAtIC® ALMVIATCH AS) ot GO) cect ee eam eer ris viet a te Nae 


28 


$182,938 ,084 


19 9G 7,025 
202,906,009 


30,881,515 


$172,024,494 


Ottawa, June 26, 1967. 
The Honourable C. M. Drury, 
Minister of Defence Production 
Ottawa. 


Sir, 

I have examined the Balance Sheet of the Defence Production Revolving Fund 
as at March 31, 1967, and the Statements of Trading Operations and Deficit for the 
year ended on that date. My examination included a general review of the accounting 
procedures and such tests of the accounting records and other supporting evidence 
as I considered necessary in the circumstances. 


Included in Accounts receivable are non-interest bearing advances of $10,025,668 
to manufacturers to assist them in the acquisition of capital equipment under the 
Defence Industry Modernization Program. As section 16(2)(c) of the Defence Pro- 
duction Act, R.S., c. 62, expressly prohibits the making of loans to assist in the 
acquisition of capital equipment, it is my view that these advances have been made 
without authority. Beginning April 1, 1967, all loans of this nature are being charged 
to Department of Industry Vote L 65 which has now been provided for this purpose. 

I now report that, in my opinion, subject to the foregoing, the accompanying 
Balance Sheet and Statements of Trading Operations and Deficit present fairly the 
financial position of the Fund as at March 31, 1967 and the results of its Trading 
Operations for the year ended on that date, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Yours faithfully, 


A. M. HENDERSON, 
Auditor General of Canada. 
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Defence Production Revolving Fund 
Notes to the Financial Statements at March 31, 1967 


1. Prior to the current year, the costs of storing strategic materials had been 
charged to surplus. In 1967, prior and current charges for storage of materials still on 
hand were transferred from surplus and added to inventory acquisition costs. 


A major part of the inventories consists of raw quartz which cost $6,077,522 and 
for which there is no active market. The very few sales this year have been at prices 
averaging 22% of original cost. The remaining inventories costing $816,866 have an 
estimated realizable value of $767,929. 

2. An inventory of 343,552 Ibs. of refined cobalt was certified as being on hand 
in the custodian’s warehouse at March 31, 1965. However, a shortage of 314,816 Ibs., 
costing $1,188,599 (estimated realizable value at March 31, 1965—$557,224) was 
discovered in May 1965 and is still under investigation. As the result of court action 
$48,882 has been recovered to date, and it is expected that there will be a further 
settlement. The balance of the cobalt was sold in the current year. 
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Defence Production Revolving Fund 


Statement of Deficit for the year ended Mareh 31, 
1967 


(with comparative figures for the year ended March 31, 1966) 


1967 1966 
Balance;'Surplus at Aprildwresotene. coer ae Seek $2,286,292 §$ 1,818,444 
PAG * INGE INCOME fauicicfil ees sseobs cece Ricosaplites Ee a, oO RO ve ce 936,197 467,848 
Warehousing costs applicable to inventories of strategic 
materials on hand April 1, 1966 (Note 1).....0.cccccecceseeees 44,512 —~ 
3,267,001 2,286,292 
Less: Transfers to the Receiver General of Canada...............00.000... 34240, 150 — 
Balance, Deficit at; Marchi3l fete. ietensnew.oe Abvincen-..daabn.coh. eee $ 8,755  $(2,286,292) 


The deficit at March 31, 1967 is comprised of: 
Losses on disposal of strategic materials for which a parliamentary 


appropriation: will De requested.......<ci)-.ctsssccesseodeccssacsesceccsecedncts $77 , 286 

Balance of net income for the year payable to the Receiver General 
Ol CANA Naik fetacin Oe ee Ms a Sodan ieee 68,531 
38,100 
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Defence Production Revolving Fund 


Statement of Trading Operations 
for the year ended Mareh 31, 1967 


(with comparative figures for the year ended March 31, 1966) 


Sales at cost— 


PY TPCLALE ANIC COMMDOMCI Ss ycc nF cncscsugcst sae rnagesupeovansemeycanescnresnanttrinogn sano 
Researchidnd Gevelopinent: ©. (22.000... Wi ask Ate 
Munitions,and propellants! c17..0,4¢...8- 55 om) eee ae 
Shipbuilding COMpPONEAS, ..o5...4.2-c-iarneposeneraregerassenegersreanrneearncnatbaetieoeenes 


Interest earned on— 


Agreements of sale of aircraft... cccccessseseseeeneteesteneesonesonees 
Working capital advances...i:....00.0) 2. iether tend ds cess dadbvene sani des cinsdadle 


Losses on strategic materials (see below) 


PSE STSCI ENN le uc esis sce ol sass ceca mips app oD Bro RY once villares $ 


1967 


$17,421 , 337 
11,242,393 
4,431,271 


$33,095,001 
992 , 664 
19,800 


1,012,464 
76,267 


936,197 


1966 


—— 


$50,853,624 
15,933,246 
2939 ,593 
17,630 


$69, 744,093 


453 ,039 
19,745 


472,784 
4,936 


$ 467,848 


Profits and Losses on Transactions in Strategic Materials on hand April 1, 1966 


Year ended March 31, 1967 


Cumulative to March 31, 1967 


| ti MAME EEE «<a | 


Gross 

Cost of Profit 
Sales (Losses) 
$ 61,035 $ 1,019 


a EEE Ls a 


Se ES a 


EER Ea MMA A, 


 UtCZ£=}M—OEo i aK a es, SSeS 


Sales 
VAIIGINY «crys cca tect dace ee $ 62,054 
Hexachlorethane................ 
PicriteA i Rea cee 
Activated Carbon.............. 
62,054 
CG [io 9 0 Ap aD PRS 5,683 
Re SSA Scag a cacnets asrntisees 51,069 
56,752 
$118,806 


25,373 (19,690) 
108,665 (57,596) 
134,038 (77,286) 

$195,073 $(76,267) 


Cost of 

Sales Sales 
$ 84,458 $ 80,987 
5,032 4,130 
S72; 727 872,727 
18,457 18,457 
980,674 976,301 
186,023 205,713 
6,823,953 6,881,549 
7,009,976 7,087,262 
$7,990,650 $8,063,563 


Gross 
Profit 
(Losses) 


$ 3,471 
902 


4,373 


(19,690) 
(57,596) 


(77,286) 
$(72,913) 


———ooOoOoOoOoOC__—_—_—_——_ =o oO =——————— — —=——oooooOOO— 
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Ottawa, July 17, 1967. 


The Honourable C. M. Drury, 
Minister of Defence Production, 
Ottawa. 


Sir, 

I have examined the Balance Sheet of the Canadian Government Supply Service 
Revolving Fund as at March 31, 1967, and the related Statement of Operations for 
the year then ended. My examination included a general review of the accounting 
procedures and such tests of the accounting records and other supporting evidence 
as I considered necessary in the circumstances. 


On April 1, 1966, the operations of the Canadian Government Supply Service 
were transferred to a revolving fund established by Vote L18e, Appropriation Act 
No. 4, 1966, for the purpose of acquiring, managing, manufacturing, producing or 
otherwise dealing in stores or materials; to purchase and to supply repair services for 
office furniture and equipment; and for freight services, for federal government 
departments and agencies. The purposes of the Fund have been further extended by 
Vote L13g, Appropriation Act No. 2, 1967, to include the procurement of insurance 
coverage at bulk rates on the movement of household effects and the financing in 
1966-67 and 1967-68 of the cost of hotel accommodation in Montreal during the 
period of the Canadian Universal and International Exhibition, 1967. These supply 
activities to a limited degree had been previously financed through the Queen’s 
Printer’s Advance which also financed the activities of the Canadian Government 
Printing Bureau. The equity of the Supply Service in the Queen’s Printer’s Advance 
Account as at April 1, 1966 was transferred to the revolving fund in the amount of 
$1,907,831 including inventories of $1,894,436 and work in process of $1,454. 

In my opinion, the accompanying Balance Sheet and Statement of Operations 
present fairly in accordance with generally accepted accounting principles, the 
financial position of the Canadian Government Supply Service Revolving Fund as at 
March 31, 1967, and the result of its operations for the year ended on that date. 


A. M. HENDERSON 
Auditor General of Canada. 
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Canadian Government Supply Service Revolving Fund 
(Department of Defence Production) 


Notes to the Financial Statements 


1. Advances to suppliers comprise payments for: 


(i) Insurance on removal of household effects belonging to public 
servants, members of the Armed Forces and the Royal Canadian 
IVLOUINE RE POCO ei. ciclo oe vee et, a 


(ii) Reservation of hotel accommodation in Montreal during the 
1967 World Exhibition for use by public servants...............0c000 


Advances are being liquidated as the services are provided to user 
departments. 


2. The accounts payable include an estimated amount of $75,000 for 
freight charges on furniture unbilled by the carriers at the year-end. 


3. Accounts receivable and Equity of the Government of Canada 
include adjustments for collections of accounts receivable up to May 19, 
1967 amounting to $2,904,822 that are chargeable in the Accounts of 
Canada to the fiscal year 1966-67. 


4. The cost of sales does not include the value of administration 
expense, light, power, telephone, heating, amortization of buildings and 
equipment, etc., provided free of charge by other government departments 
and through the medium of parliamentary appropriations for the Depart- 
ment of Defence Production. 
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$90 ,000 


$ 5,500 


Canadian Government Supply Service Revolving Fund 
(Department of Defence Production) 
(established by Vote L18e Appropriation Act No. 4, 1966 as amended) 


Statement of Operations for 
the year ended March 31, 1967 


Stationery Office 
Paper and Furniture 
Commercial Printing and 
Printing Supplies Equipment Total 
A te, Se ES unt ae $ 5,781,347 $ 7,120,205 $ 3,626,481 $16,528,033 
Cost of sales , 
Opening inventories.................... 1,454 1,768,593 125,843 1,895,890 
Purchase of materials.................... 5,779,893 6,989, 667 3,814,508 16,584,068 
5,781,347 8,758,260 3,940,351 18,479,958 
Deduct: . 
Closing inventories.................:.ccc00 — 1,597,830 320,781 1,918,611 
$ 5,781,347 7,160,430 3,619,570 16,561,347 
(40,225) 6,911 (33,314) 
Biiscounts carnedes, 585 ......-.eissssssecesesrs 35,564 9,648 45,212 
Operating profit transferred to the 
Consolidated Revenue Fund as 


TOV CUE 0 BBR oe ss ecsows $ —~ $ (4,661) $ 16,559 $ 11,898 


The accompanying notes are an integral part of the financial statements. 
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Department of Defence Production—Appropriation Account 


Statement of Expenditures 
For the year ended March $1, 1967 


(with comparative figures for the year ended March 31, 1966) 


1967 1966 
Vote 1—Departmental Administration 
Salaries) 6 ee ee eee $19,274,420 $15,467,364 
Divine AllOwaniCes ay Gis) MN ier sic cox lecs Ee tattoo edo 266,539 259 , 383 
‘Fravelling-and-removal-expenses.csers tere citer ete she sssienceoss 605,481 498,351 
Office stationery, supplies and equipment..................ccceeeeeees 992,790 668,128 
Repairs to office equipment and acquisition of spare parts........ 530,408 517,401 
TP ElCDNONES ANC (Ele STAINS © ty risce evens stot cents ae ena 482,173 3353-727 
Professionaliand Special SEGVICeS 6h. ..:2:. Petit Lesncsssaeccscsedbiccsstvanans 349,217 322,108 
POSTAL Ce, ee cals i cocs cea Tt nee. ce ale ks reeteensentsttzs 109 ,094 74,961 
FPreightpexpress and Cartage iy. iid... ae. ke i. 203,140 159,549 
Rental Of Uildines and WOLksSi5 5.25. ..25.: Airy sthk ae esteveannsnvennronss 41,418 38,256 
Publication of departmental reports and other material.......... 76,176 83,281 
Materials MNGSOpPp Mest Seer whee: cle 28 st sata ceee BOM vce patent tease 33,876 24,795 
Acquisition or construction of equipment... cc ceeeeeeeeeeee 114,299 43,858 
RepalrssaldcupKeep Of CQUIPIMENE.22... Naive Amiadec-- fis c.cc-oece-> 10,890 10,463 
Sutin fies seers ae Sh errors eer. TPE ss ccc eanes 62,505 59,242 
Care, maintenance and custody of standby defence plants, etc. 127,093 88,113 
Grants tommimnicipalities TATIeU OF TAXES 37, cs..eks eek sa ddecestomease 187,370 207 , 526 
Exhibits, advertising, films and displayS...............ccccccssccssecseeeees 4,844 — 
RREN(AL OF OOUIDMIETE 4. yin ben eu) Shestse havea cect aes SR 2,028 os 
Unemployment insurance contributions and other personal 
fore U\ol Nick AERO RE RL AAR ods. Su ep eM 7 Te etic on Se MAO, Se Ce Me 1,661 — 


"23,475,422 18,858,506 


Vote 5—Establishment of Production Capacity and for Capital 


Assistance 
Capital Account 
Accountable advances to CONtraCtOFS.............scccsscccsssssoseee 161,712 185,990 
Current Account 
Defence industry MOCerniZatiON.................ccssccsesreesseseesaccees 8,000,000 2,440,000 


8,161, 712 2,625,990 


Vote 10—Establishment of Qualified Sources for the Production of 
Component Parts and Materials 
Current ACCOUNT is 2 cecnicacsesssste de edutaeoverccssotersnesceetenecgsaetcetecane — 229,729 


Vote 10G—Reimbursement of the Supply Service Revolving Fund........ 13,423 — 


Vote 15G—Reimbursement of the Queen’s Printer’s Advance Account 
for the Value of Stores which have become Obsolete or Un- 


serviceable (Voted UE for 1965-66). ia ccnte eee ante nee 36,678 44,476 

Vote 40—Canadian Arsenals Limited 
AGministration and OPeratiGly eons cee eevee eee $323 757 1,494,945 

Vote 45—Canadian Arsenals Limited 
Construction, improvements and equipment..............:ceseeeeee 420,340 181,317 
Statutory—Gratuities to families of deceased personnel............seeesceeees = 930 
Statutory—Exchequer Covirt Awards. ccc.ccckacnatsessswmcsrorseaveshacrsaorsenesaveveres — 2,290 


$ 32,940,332 $ 23,438,183 
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Department of Defence Production 


Statement of Revenue 
For the year ended Mareh 31, 1967 


(with comparative figures for the year ended March 31, 1966) 


1967 1966 
Non-Tax Revenue 
RREtUEN! OM IN VESEIMEIS oo scores eee ons sek entail lds See ee $ 8,946,874 $ 5,537,596 
PROC CCES COL SAIS eae a ees Ras ate eee wee sec dlatcaraned: 7,608 , 369 7,439,153 
ROT ICOST AEG ISCE VIC Ce oe ssh Sees cacadavieurwoincbsesbopeoeavarsunacoelenea 118,377 223,168 
Refunds Of DreviOUS VEATS EXDENGICUTC. .. ....cccsc,cseseroencicesssesteresesenene 23,164 De ROD 
IVEESCO IL ATC OUGE ete hc eee trend dts eae ee Sha sasiecneasecen se ceapadtanie 185,924 77,075 


$16,882,708 $13,302,727 
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Crown Companies Associated with the 
Department of Defence Production 


Canadian Arsenals Limited 


PESIGEN se Nod ne ay leas ya, A es ee J. R. Brisson 
MICESPTESIOOIL Gi bee ae ahs Ce ieee ee ee G. W. Hunter 
BICCTOLALY oar vag vhs errs at a Ee ee K. J. Price 


Canadian Commercial Corporation 


PCSLOCO Len ee ener a ae eee eee Pee nee an ee A. D. Belyea 
seneral Mana peta wontdaintonatca dice an enna ie eatiaee D. A. Myhill 
Comptroller a oe reece dei ewcet hues N. R. MacLean 
CELE LALY ttre tA ee tee ren cc th dary oe ee ee ora A ae eee T. M. Coghlan 


Crown Assets Disposal Corporation 


PRESTON Ci MU eral 2 sees etiaamtd WW in eres 0 one Jean Miquelon 
A Ge) eats ta i RETO Ae an Retire oat ee Taal ok tas PERRO ES G. W. Hunter 

CIEBECAls IANA CCl ia iiuet oe itn oe a eet oh R. P. LaPlante 
Secretary and becatCounsel i oe re ieee ae R. LaPrairie 


Polymer Corporation Limited 


Presidentand Managing Director gcse E. R. Rowzee 
NIGGER TOSIGENT eit cat eo eel geen eee hy Sms E. J. Buckler 
Wite-Presigent si cr rou o aan reel ne eee er L. D. Dougan 
IV ICECP TESOL entree, Ree eee Ace ts. eeu eee ee R. E. Hatch 
WICCAUTOSIOCIT weer If ieee we eats eer ee I. C. Rush 
Vice-President sire, (ree 5am 8) WN RUDE TT coil eels ocean wi aan’ S. Wilk 
PRCASUTEC a cae eat utes ee eR Reena vet Gene wae men G. Bracewell 
necretary ano. Chie Legal Omicer..586.40.. ee W. J. Dyke 
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Senior Departmental Personnel 


Minister 
The Honourable CM. Drury, P.C., C.B.E., D.S.0,, O,C., M-P 
Executive Assistant to the Minister.......................ccccccccccesesoeees T. Porteous 


Deputy Minister 
G. W. Hunter 


Assistant Deputy Millister, SOD PIV 20a loo eccssecccsssrosescaeees W. H. Huck 
Assistant Deputy Minister, Operations...........00...0...ccc ee D. B. Mundy 
PASSIStTAOT Deputy: Ministers Pe MIANC: fis fuses c enc ctescsseceentresenerees R. M. Keith 
Assistant Deputy Minister, Purchasing..................0ccccccseeees J. S. Glassford 
Ps UITC IL ANE SECUOL OLY tyre, can emer ies wsheeanet cone caisin ly We eanesWataed W. J. Mulock 
Bet BE Cr SONIC LAEATIC Hise cee ches raltscdenas (irae tovntenseiadactpranncans D. E. Lavalley 
Joc Ea Ne ES oo ina BE a C. S. Stevenson 
NOTE Te LAP a hy RU cy ape A cS E. S. Perkin 


Supply — Canadian Government Supply Service 


Meer Creel als CDCTA LIONS oo eid cnicic dhadictictanciistis ecssectneacs ees R. C. D. Laughton 
Director, Restonal Purchasing Branch. j......3:6....00.00:asreveacacens H. G. Hunt 
DDITECHOL NO. bc SUDDLY Centre. Branchyy, 5 iis csscascee sscteeveors R. A. Murray 
Director, Jrattic Management Branch.........<..5.ccssesciclsoaveneess G. J. Whyte 

Doiron tore (ata GUIne Branch ies. .ssqer ndash seve evens ey Seaepeteobes C. E. Adams 

A /Director, Specifications & Standards Branch.................... J. E. Hannah 
Director, Supply Management Branchi...,....;cds.cos0e<dsoreseseeess H. H. Floyd 
Director, Quality Manavements Brann ..ic2.6 op. o.ceisakciecactsussss C.D. Muir 
Director, Supply Planning & Control Branch...............00....... J. B. P. Mahony 


Purchasing — Canadian Government Purchasing Service 


Director Aerospace BInNCH. aa ee eu ae en W. W. Reid 
Director, Electrical & Electronics Branchh................0..00:0008+ S. I. Comach 
MOTeOLOr  SRIDDUUCING BLANC Oi e:5. cc, lsh cote oc diy eo ncvesanstee es A. W. Allan 
Director, Armament & Vehicles Branchi.. ........5..ccccsc.cses0ee K. O. Grant 
Director, General Purchasing Branchh.................c..cccccccsccseeeees D. M. Erskine 
Director, Contract Administration Branch.......................66. J. J. Teviin 
Director, Purchase Planning & Control Branch.................... J. G. Ford 
Mirector-Creneral: Con tcacts 2a.) emits d nuliceaniadnds F. E. Anderson 
Pre COVt Legal DPOUCI cute lececaetr mia tns. Gaps gael C. S. Stevenson 
Director, Purchase Research Branch..............:ccccscscesssessersees D. H. Hand 
Director, Contracts Analysis Branch.................ccccscceseeeeeseens (Vacant) 


Operations 


Director, International Programs Branch........................0...+ A. D. Belyea 
Director, Project Management Branchaiwnat.,...0..0...6... R. M. Trites 
Director, Operations Planning & Control Branch.................. G. E. Woodside 
Finance 
Director-General, Programs & Pinancecs. <2. ...9e ws J. W. Long 
Acting Director, Emergency Supply Planning Group............ C. O. Gervais 
Comptrollets, avis ocean ieee mee AA Teer sere ke cates N. R. MacLean 
Director Customer Servicesbranehicyi scien oak ieee. R. A. Gillis 


Canadian Government Printing Bureau 


CGyenieral’ Nana gers. ae... an macaaot reenact ene C. B. Watt 
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